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Move your deposits from one major 
currency to another, from one capital market 
to another. Invest in the gold market. Make 


foreign exchange transactions.With Citifunds, 


you can make your money grow in so many 
ways on just one account. 

Citifunds makes money management 
simple and fast. With just one phone call you 
can maximise your investments with any of 
these Citifunds options: 

CITICASH: very liquid, high yield call 
deposits in a choice of six currencies. 

CITIPLACEMENTS: Time deposits 
in all major currencies. 


ASIAN BANKING CENTER 
* 1 Shenton Way, Robina House, Singapore 0106. 
Tel: 224-5757. Telex: RS22462 CITABC 


* 268 Orchard Road, Yen San Building, Singapore 0923. ff Conn Ll LR 


4 CITIBAKe 


Tel: 732-2288. Telex: RS37446 CITABC 
* Taman Ju Branch 

107 Yung Kuang Road, £01-39, 

Singapore 2261. Tel: 225-5225 


ag: 


Oneaccount,  . 


so many ways to grow 
your money. 


CITIGOLD: Gold investments in London. 

CITICREDIT: An easily accessible credit 
facility secured by the assets in your 
Cititunds account. 7 


Every month, we provide a unique / 
statement that reveals at a glance 7 
the effectiveness of all your / 
money-management decisions. 
// Please fill 


So if your current Z incoupon or 
investment doesn't give / aiacha yes 
you all these options, 7 | 
it's lime you called ,/ Asian Banking Center, 
Citifunds. One Shenton Way, 

Robina House, 
" "ad Singapore 0106. 
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The world's leading bank 


The new Minolta 5000 Autofocus SLR. 
It makes photographic magic happen so easily, so quickly. 


Each day of your life, hundreds of photographic opportunities 
occur. Magic moments that unexpectecly happen and are gone 
forever in the bl nk cf an eye. The Minolta 5000 is a sensational new 
autofocus SLR that won't let you miss the times when life moves 
a little too fast. When there's no time to make camera settings. C 
focus. Or advance the film. Because the Minolta 5000 Autofocus 
SLR snaps the mace you see in sharp focus, adjusts for lighting, 
then takes the picture in a split-second. You'll always get sharp 
pictures because th:s camera won't shoot unless the picture is 
sharp. And you're always ready to take the next picture because 
the film is automatically advanced after each picture you take. 
Best of all, the new Minolta 5000 Autofocus SLR makes this all 
happen so easly, so quickly and so precisely that it'll change the 
way you used to think about SLRs—and maybe even about 
photography itself 


The Popular Hi-Tech Autofocus SLR 


9000 

























































































a's article Ir HE 5TH COL- 
| v| appears more a scheme 
or instit tionalistng: Japan's absurdly 
| ade surplus than a remedy for 
: Zurrent-account. def- 


to a healthy world econ- 
y. but, in fact, a country Whose eco- 
e is driven almost exclu- 
ively by éxport. growth cannot provide 
impetus to the rest of the world except 
perhaps indirectly by the transfer of ex- 
cessive financial assets. 
However, Okite's solution only 
er financial difficulties 











































Japan has a greater role to play 
international banking is sound 


defective: 








viating the upward press 
‘rest rates and the US. doll 
dy very low versus the yen), the U 
ade deficit, the primary source 

jpan's current-account. surplus, will 


i promote growth in other parts of 
the world will be simultaneously re- 
duced. 
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Brea did tell 






ind Goh Kian Chee, airman of f City 


- wrote to your magazine to deny em- 
_ phatically any involvement by his com- 
* pany in forward share. contracts with 
- Pan-Electric or its subsidiaries. With a 
cent Business Times article (if it is ac- 

ate), we are now aware ,of Goh's 
iinbJe usage of the word “with.” 
2- It would appear that Rgdney Tasker 
"ds nw pibveccorred VA Sed on the Busi- 

yess Times article. City Securities might 
. not have a single forward contract with 
< Pan-El (the company) but it indeed had 
forward share contracts of 4 million 
_ Pan-El shares. Besides, it had forward 
. contracts of 3.2 million Sigma shares. 









_ Sigma Metal was an associate company | 


-of Pan-El. 
Technically, Goh's statement was 


righer degree of forthrightness coming 
om him, especially after making such a 


REVIEW. 
'Disappointed' 


Knsome loan payments. 
ata high Japanese growth s 


loping countries. The sugges- 
iough. But for several reasons his plan.. 


If Okita assumes that the US. bud- 
deficit will gradually be reduced, 


:orrect, but one would have expected a. 


so shrink. Japan's ability to sustain - 


Securities Pte (REVIEW, 30 Jan.]. Goh 4 


spirited stand in his letter to the. 


_for 
-preciatéd yen is an essential condition 
for developing countries’ export. growth | 
|" worldwide. i 


and crowds. 


» Increasing loans to a country without 
increasing the opportunity to create ad- 
ditional wealth only deepens the repay- 
ment problem. By opening its markets. 
to developing countries, Japan can ef- 
fectively play the roles of financier, cape 
ital-goods supplier and export market 
developing countries. An ap- 


» Okita virtually ignores the argument | 
for Japan to begin stressing domestic | 
market growth except to say it is beset | 
with difficulties and will doom Japan to 
low growth. In response, it must suffice 


«to say that a good portion of the rest of 


the world must function with such a sys- 
tem and consequently with Japan's ag- 
gressive export policies and the prob- 


lems they create. It betrays a lack of 


confidence by Japanese politicians and 
bureaucrats to resist such an’ evolution- 
ary change in the structure of its econ- 
omy. 

The real merit in Okita's proposal is 


l- | in his realisation of the role Japanese 


banks are now poised to play in world 
markets. The funds should be derived 
from the domestic savings rate (27% of 
gross national product) not on the basis 
on continued massive current-account 
surpluses. 

Falls Church, Virginia Matthew S. Vorona 





number of Sigma Metal shares sold by 
| the brokerage or committed to various 
| buyers. The contracts were 
than with those companies! Perhaps 
Goh intended to suggest simply that the 
forward contracts did not actually exist 
as, in the opinion of some, they are "na 
legal anyway. 


Hype for the people 


"The grandiloquence, the jingoistic, 
drum-beating hype" with which United 
Staters (sometimes called Americans) 
celebrated the Statue of Liberty 
[TRAVELLER'S TALES, 10 July] should 
surprise no one. 

United Staters do not need Fourth of 
July “vaunting, bluster and .self-puf- 
fery" to shore up their self-confidence. 


parades, pageantry and pyrotechnics 
the year around: from California's New 
Year Rose Bowl Festival to New York's 


Thanksgiving Day parade and Santa 


Claus and his reindeers i in the shopping 
mall. 
Millions of United Staters, other 


kong, jammed the Big Apple or tuned 
their picture tubes for four days of ships 





by a maniac's sword while 
riding. th Staten Island TEE for: a last 





"in" rather | 


More to the point, they simply enjoy ` 


Americans, Europeans and Asians, in-_ 
cluding at least one couple from Hong- 


f 
| 
f 
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| 
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the issue of fairness for foreign securi 


investment decisions will be made by 


Nor is it established that all brokerage 


l EAN SHROFF is the one who has been 





Kansas bank president and hi 
Mayor Ed Koch the attack di 
their enjoyment of Liberty weel 
< . What surprised me was the i 
demonstrated. by non-United Stat 
TV systems in several countrie 

: Japan and Italy, shelled out piles 
dollars for satellite rights to broad 
cast the hype to their people. | 
Fairfield, Connecticut 


Europe gets a slice 


SEROFF [24 July] raised a number of 
interesting points, chief among which 



















ties firms interested in the South Ke 
rean market. The main allegation rai: 
is that the four major South. Kore 
ecurities houses selected to particip 
in the proposed Korean European F 
(Ssangyong, Daeshin, Dongsuh ar 
Lucky) have, through a horse-tradir 
sesson among themselves, designed a 
fund structure that is somehow unfairt 
the foreign securities houses. 
The facts of the matter would seei 
to indicate that the European firms ar 
gcing to be treated with extrem 
favouritism. The primary purpose of 
laurching the fund is to benefit 
European investors and securities 
firms. Although South Korean firms 
will obviously be involved in the fund’s 
underwriting syndicate, there will be at 
least one European lead manager and a 
few co-managers for the issue, and more 
than half of the fund's shares will. be 
placed by European houses. EN 
Also, since the fund is to be: a close 
end ype. it will DE listed onan 











“be earned Hie the EU opem a companies 
— South Korean firms are not members 
| of any foreign exchange. Regarding the 
40/60% split in the managerial contr 

of the fund’s management, even if 

atrangement turns out to be the act 
format (and this is by no means finalised 
yet), there may well be an assurance in 
the management charter that the final 


the foreign fund management partner. 


orders for South Korean securities for 
the fund’s portfolio will be brokered 
strictly through the four South Korean 
houses involved with the fund. Finally, 
the charge that the fund was politically | 
motivated is a bogus one. The decision : 
tc launch a single fund in Europe was - 
made many months ago. | 

- it would seem that in view of all these 


"horse-traded" into lending credene 
a sour-grapes story shot. i with 
accuracies. won! 


SALES ^ «5. a ^0 EARNINGS ‘ DIVIDENDS 


(ABMUL ss co | S 4ABMIET Ll (AS Mil 
a F — 


gazes ics 
f $4330 


SHAG 


im PRE 


| 
| 


m —————— dpt ie 


BHP conc centrates on large : deposits of 
high quality, low cost resources, mostly in 
Australia and the An nericas, on petroleum 
exploration and producti non spud the world, 
and — ates one Of the | 


TRE are 
acquisition pos minthe Amers E M | 
i s rope, south E st As sia an ~ Japan, China and other growth areas t the 
IP is accumulating reser rapidly-growing / sia/Pacific region. — 
| minerals All ir all, the most suceessful year in the 
Hebe eting ee gs z T oe " 29: . Company's one hundred year history, anda 
— Anintegral part o: B satr firm foundation for future growth. 
pudo planning has been! | If vou would like more information about 
'ommitment a BHP's pest year, and our future prosp 
write tol nternational Investor Relatioi 
BHP. 140 William Street 
Victoria 3000, Australia. 





rtuasterni-conomic 


Jever investors have doubled their money in the Japan- 
ese stockmarket this year. Optimists say the rise in 
share prices is discounting a transformation of Japan's 
economy away from exports and towards domestic-led 
Pessimists say they are watching a re-run of the 

929 fall Street crash. Cynics say this bull market is driven 
by naive fund managers on a cheap-money binge. The ex- 
planations vary, but on one point the foreign-fund managers 
and Tokyo brokers agree: from these heights, there are no 
soft landings. Sooner or later, the market will collapse. Fi- 


| ance correspondent Robert Cottrell reports that the only - 
| question bei ig asked pewneay is ‘when?’ Pages 48-52. 


age 10 
l Although the Democrats make a| 
ong show in the Thai election, it is- 
ds-on that Prem Tinsulanond will. 
be reappointed as non-elected l prm 
minister with ay support: 


.Pages 12-14 

Attention is focused on the Malaysian 
| northeast where the opposition Pas 
| looks set to recapture its old strong: 
hold of Kelantan. 


Page 14 | 
Major East Asian countries carry on a 
thriving trade with South Africa while 


d openly oe the latter’ s apart- 
lic 


-Canb i is upset at the S US oer 
that grain-export Subsidies should 


apply to China and ne Soviet Union. 
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| 
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Cover illustration by Jimmy Wong. 


| Page 27 


. Communal tensions in Punjab run | 


high as Sikh militants continue to mur- 
der innocent civilians. 


Page 30 


port for himself. 
Page 44 


"The World Bank says Malaysia's | 


policies to boost the economic posi- 
| tion of bumiputras are holding back the 
country's development and should be 
separated from investment controls. 


Page 45 


The Malaysian Government is be- 
lieved to be on the verge of explaining | 
its role in the 1981-82 ramp of the | 
world tin market, which led ultimately | 
to the collapse of the market last year. 


Page 46 
| A campaign by local interests worried | 
by potential pollution problems is — 
| | threatening to stall Taiwan’s largest | 
| proposed 


foreign investment, a 


| US$160 million pigment plant. 


Page 54 


| The new political liberalism in the 


streamlining its training Syara to 
prepare for modern wars. 


Page 24 


Fundamental issues such as the 


: : < Philippines has seen a resurgence of | 
` The Chinese army is jodad: and | 


activism in the labour movement, but 


| that is doing little for the plight of the 


- | country's 2.6 million unemployed. 


| Page 62 


selection and powers of the. Hong- 
kong Executive Council will not bein- | 


cluded by Britain in the 1988 review of 
politica reforms. — 


ed 1 for. a or as ‘dissidents | in 
challenge the leadership o of the 


Selling by Japanese institutions sets 


off a run against the Australian dollar 
which is stemmed quickly when the 
government scraps most foreign in- 


| vestment controls. 


Pages 64-65 


| Pakistan and India have been caught 


out with huge cotton crops purchased 
at prices well above market levels at a 
. time of slumping world prices. 


: enar: a a call m = 


Frontrunner stands still 
Malaysia: Prepared for battle 
High moon in the east HEE 
Foreign relations: Commerce in blinkers — 
Trade before friendship 


|. China: Ready for modern war 
Pakistan: A share of the power 


Hengkong: The narrow review 
india: Cobras and communists 
Murder at Mukisar 


Indonesia: The struggle withir 


Vietnam: A star.in the wings 
Philippines: ‘Johnny Be Goot 


| ARTS & SOCIETY 
Philippine Defence Minister Enrile | 
emphasises his support for President 
Aquino but moves to consolidate sup- 
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Broadcasting: Sensitivities braised by | 
electronic spillover 
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cj ‘tently seisad to declare heil 
loyaltv to Aquino's constitu- 
tion, most of the 15 military of- | 
| ficers 
pledged an oath of allegiance 
to the charter in mass military 
ceremonies heid throughout 
the Philippines. earlier in the 
day. 






al istan, US react 
to Gorbachov proposal 























cision to withdraw about 
100 troops from Afghanistan 














small step towards 
plete withdrawal of Soviet 
troops” from the Up 
country. 






































nouncement by Soviet leader 
Mikhail Gorbachov that six 
oviet regiments would return 
me within the next six 
mths, a Foreign Ministry 





























hoped it would be a positive 
ontribution. to the current 
ound of UN-sponsored indi- 
ct talks on Afghanistan in 
Geneva. However, 
officials insist that withdrawal 






































should be completed over a 
riod of four months or less, 
herwise Islamabad would 





























negotiated settlement of the 
Afghan issue. 











coolly to the Gorbachov an- 
nouncement. A State Depart- 
ment spokesman said similar 
withdrawals announced in the 























than part of a regular rotation 
process and did not reduce the 
otal number of Soviet troops 
















are seriously 
lement,' 






timetable at the next round 
f UN-sponsored proximity 
talks.” — Husain Haqqani 












e finally charged 


rdinand Marcos’ 












. who staged a coup attempt by 






with rebellion on 28 July. The 
. move came after several dead- 
lines had passed for them to 
declare allegiance to the new 
Freedom Constitution in re- 


































zon Aquino was 


ists. 
. While Tolentino and his po- 
Jitical colleagues who took par 





Pakistan: described the Soviet. 


by the end of the year as “a | ,,. 
com- | * 





For 
weekend, South Korgan riot 
police 


Reacting to the 28 July an- - 
clashed in front of a major 


okesman in Islamabad said - 


Pakistani - 


of all 120,000 Soviet troops. 


find it difficult to agree to a 


Washington responded — 


past proved to be nothing more | 


n Afghanistan. “If the Soviets | 
interested in aset- 
" he said, “they should | 
‘resent a short withdrawal | 


and Nayan Chanda 


former | 
e-presidential running mate 
turo Tolentino and 40 others 


.| taking over the Manila Hotelin | 

early July, were finally charged | ert rushing defeat in the recent 
general elections. Other party 
executives, 
 ary-general Makoto 
will also resign. 


turn for clemency, and one day. 
after a man suspected of being 
a supporter of President Cora- 
: beaten to 

-. death in Manila's Luneta Park. |. 


| | ling. nationalis: 
by a mob of Marcos loyal- 






charged with him | 


— Rodney Tasker 
«€ ireds barred from 


Hie cana consecutive 





and demonstrators | 


church in the centre of Seoul. 


_An estimated 2,000 police pre- 


vented hundrecs of people, in- 


| cluding the wives of prominent | 


opposition politicians, from 
entering the Anglican Cathe- | 
dral. 

They were among Christ- | 


ians of many denominations 


wishing to attend a prayer 
meeting to protest against the 
alleged sexual abuse by police 


of a woman arrested during. a 


demonstration by radicals in 


Inchon in May. Only about 100 | 


people were allowed into the 
church. and scuffies broke out. 


— Paul Ensor 


JSP leaders to quit 
over polis defeat 


Japan Socialist Party (JSP) 
chairman Masashi Ishibashi an- 
nounced on 28 July that he | 
would resign at a party conven- 
tion in September to “take re- 
SPORE 


the JSP's 


CHARLES SMITH 













for. 






















including secret- 
Tanabe, 


In a speech announcing his 
decision, Ishibashi said the 
party should be restructured 
and attacked Prime Minister 
Yasuhiro Nakasone for fuel- 
sen:iments. 
Takako Doi, a woman vice- 
chairman of the party, is consi- 
dered a stróng contender to 
succeed Ishibashi. 





n the a attempt had 8 1... ss 



























| change barks. 
| companies and trust banks, in 















. ing Trade and Industry Minis- 
| ter Lee: Hsien Loong said in a |. 
ae I 25 July — marking | 


Japan' S trade surplus 

seen rising further 

Despite the rise in the yen, eco- 
nomic-research institutes are 
revising their estimates of Ja- 
pan's global trade surplus to just 
over US$90 billion for the year 
| ending 31 March 1987. The Ja- 
panese Government has fore- 
cast a surplus of US$56 billion, 
|! but this is almost certain to be 





revised. The new projections 


i of the Mitsubishi, Nikko and 
Wako research institutes and 
| Tokai Bank are US$95.8 bil- 
lion, US$95.4 billion, US$97.4 
billion and US$92 2 billion, re- 
spectively. — — Bruce Roscoe 


Farm conference seeks 
Gatt agriculture talks 
Delegates frem 12 nations call- 
ing themselves the “non-sub- 
sidising agric ultural-producing 
countries" demanded that ag- 
riculture be put on the agenda 
of the Gatt talks set for Sep- 
tember in Uruguay. At a con- 
ference in Thailand. the 12 
criticised the US, the EEC and 
Japan for subsidising agricul- 
tural products, dumping them 
and restricting imports. The 12 
said the exclusion of agricul- 
| ture from Gatt talks would 
raise the question of their con- 
tinued participation. im the 
talks. — David Halpert 


Japan moves to increase 


| capital outflow 
Newly appointed Japanese Fi- 


nance Minister Kiichi Miya- 
zawa instructed his ministry 
on 25 July to dismantie the 
administrative restrictions on 
capital exports of foreign-ex- 
life-insurance 


the hope taat bigger capital 
outflows will halt the yen's ap- 
preciation. The restrictions are 
expected tc be lifted in Sep- 
tember. Mivazawa wants to let 
foreign- exchange dealing city 
banks inves: yen funds directly 
in foreign bonds and stocks as 
well. Also, life- and casualty- 
insurance companies may be 
allowed bigger chunks of yen- 
denominated syndicated loans 
to foreign governments. 

— Bruce Roscoe 


Singapore economy 
slowly recovering 

The Singapore economy is be- 
ginning to recover slowly, act- 









| said it i5 still to 


| changes. 





| — Shada isiam 


| 
l 


zero growth in the second quar- 










the first officia} indication that . 
the recession may be over. Ini- 
ial estimates suggest there v was 


ter of this year, compared with 
a 3.4% contraction in the pre- 












vious quaster. Lee said the re- 

covery is. MMe Jed by electro-. | 
nics, transp kad communi- | 
cations. bu and remains 3 


weak in several her areas. He 
ka rly to say if 





The West Australian Develop- 
ment Corp. said it will establish 
the Australian. International 
Insurance Exchange in Perth in 
1987, along the lines of Lloyd's 
of London and he thre | US ex- 





region, it wi aim to capti , 
much cf the estimated A$21 ` 4} 
lion (US$1.2 bilion) that | 
leaves Australia each year in 
insurance and reinsurance pre- 
miums, and also win business 
from Southeast Asia. | 

— Hamish McDonald 


Three Asian nations to- 

lose more GSP benefits 
Following its policy of “greater 
sill aie DOR between de- 






— NONA a ERR ERE E 





plans to wi (p 
treatment fer certain “highly 
competitive" industrial pro- | 
ducts exported by Hongkong, | 
South Korea and Singapore. 1 
EEC members have been [| 
asked to “selectively exclude" 
such »roducts as colour TV 
sets, diodes and transistors, 
quartz watches, alarm clocks 
and tyres from the three in 
their 1987 generalised syst 
Sef preferences. Last vear, 
EEC made 50% cuts ‘in pretes 
rent uotas ar | more than. 20 
types Of manufaety ču g pds 
from the three exporters’ The 
EEC’s apparent goal, to 

exclude Asian hi-tech exports 
from the GSP scheme, could 
lead to tensions with its Asian 
| trading partners. 

























CORRECTIONS. 


in Aluminium in the can 
| [Review, 24 Tul] it was stated 
that China's aluminium smelt- . 
ing capacity is 380-420 million’ 
tonnes a vear, The correct fig- 
ure i5 around 400,000 tonne’. 





In the map of Tianjin [Rising dx 
from the ashes, 31 July], the 
"So". and “Yudi” 
“should have read Ji 


retirer esuate a atat AE Nm ra oye Hag 













ES Despite reports | the Mines préss. 
that two leading generals are under 
FE. house arrest for their part in the 

. Manila Hotel abortive coup by - 

| x sige: db a | 

















| stillin inoper 
under the T 





| In lia is to Send eredi -ranking . 
[| civil servant, lan P. x. 
d Kaul, to io Washing on. 3 
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the heads Oo 
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| th ge of the | 
ative Service over. 
| er officers in the - 

| Indian Foreign Service. India has 

| named-T. N. Kaulas its new 
| 





ambassador to Moscow. 


NEW SPYMASTER 


Prime Minister Mohammad Khan 
Junejo has appointed a civilian as 
head of Pakistan's Intelligence 
Bureau, replacing Maj.-Gen. Nek 
1ammad — the last senior 
ficer serving in a politically 
position after the end of 
law. Nek Muhammad was 

| sre to n — p by 
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^ “CHINA 
‘Moscow's chief negotiator at the Geneva 

US-Soviet arms talks, Viktor Karpov. met 

Chinese officials in Peking to discuss space - 





is dla said (25 July). 


HONGKONG ~ | ic 

In the latest Joint-Liaison Group. meet- | 
| dng held in London, Britain and China ag- 
| reed on the setting up of a Hongkong ship- 
j ping register and also came to an agreement 
on the general Suape of future air services (25 
July). 


iz’ 
‘INDIA 
s uspected Sikh militants. shot dead 15 
adus and wounded seven in the biggest 
gle massacre of Hindus in the nearly five- 
id Sikh campaign for inde endence, 
ss Trust of India reporte 








were killed i 
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| [shibashi, 


weapons and other disarmamentjssues, Tass | 
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year's general election in what was 
seen as a move to maintain military 


| influence over the new civilian 


government. The new intelligence 


chief is Mian Aslam Hayat, a career 
police officer with close personal ties 


to Junejo and some of his cabinet. 
members. 


FRENCH RETHINK 
France has agreed to reconsider its 


policy on sale of nuclear technology 
to Pakistan. French Prime Minister 


counterpart Mohammad Khan 


Junejo during discussions in Paris 


that his. government was not bound 
ecisions of previous regimes 





. to suspi end supply of nuclear 
equipment on grounds of Pakistan’s 
alle ged nuclear-weapons programme. 


ROH ON THE E RISE 


— wee Roh Tae Woo, 
chairman of 
South Korea’s 
ruling 

| Democratic 

| Justice Party 


| his position as a 


Doo Hwan, who 


P y Pe irre e a rada 


_retires in 1988. He played a leading 
role in the DJP's recent annual rally 

and is due to lead an "inspection 

tour" in the latter half of August of 
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sectarian clashes triggered by the massacre, | 
it was reported (26 uO): 


JAPAN | 
Japan Socialist Party chairman Masashi - 
: taking responsibility for the | 
| party's defeat in the general election, àn- - 
| nounced that he would step down from the | 
| post he has held for three years (28 July). © 


PHILIPPINES l 
A group of Muslim separatists met gov- | 
ernment emissaries and demanded P2 mil- | 
dion (US$95,000) for the release of a kidnap- 
| ped Swiss tourist and his Filipina companion. - 
The US House Foreign Affairs Committee — 
approved US$400 million in new aid for the | 
government of President Corazon Aquino, 
US$250 million more than President Reagan _ 
proposed (23 July). The Filipina companion 
was freed but the Muslim rebels threatened | 

to kill the Swiss tourist if the military attempt- - 
ed a rescue (25 July). Marcos supporters - 

murdered an Aquino supporter at an anti- 

government rally in Manila (27 July). The 
armed forces, including officers and troops | 
-tO part i in the: dated coup i in Pon j 


President Zia-ul Haq soon after last - 


| between the Moscow Nar 


| Edward Wong Wing-ch 
| finally been resolved, thoug 
| details of the financial term: e ; 
| been disclosed. Wong and. other. 

| parties launched actions in the : 
|. London High Court and elséoihére 8 
| around 1978 claiming more than — 
; US$100 million from MNB, the 
| official Soviet trade bank. All actio 
| involving Wong and MNB have 


| Jacques Chirac informed his Pakistani 


| Hongkong and Singapore. 


| TOO CLOSE TO THE BONE : 
| The South Korean Government - 

.. recently forced the withdrawal of an 
| article from the prominent monthly 
magazine Sindong-A, describing 
_ attempts by intelligence authorities i 
| the late 1970s to charge and convi 
; non-communist dissidents as 
. communists. The article was. ~ 
, apparently too close to the: bone for 
| the authorities, who summoned two - 
_ editors from the Dong-A Ilbo, the 
major daily newspaper which — 
| publishes the magazine, and the — 
_ article’s author for questioning _ 
_ overnight at the National Securit 
_ Planning headquarters in Seoul. T 
_ Ccffending story was cut from later. 
1 editions of the magazine. | 


|! (DJP), appears to 
be strengthening 


possible successor 
=] to President Chun 
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never been visited y hig 
party Officials. 


LEGAL SOLUTION - 
An eight-year-long legal bait e 

















(MNB) and Hongkong 


































disposed of in London, New Yo k, 






















far OATES NEEE ETET EAEE AEE A ant nce tt 5g E DEREN E nei EE RR ERE RATE 


swore allegiance to the. temporary c s 





"Opposition. leader. Kim. Dae 
placed under house pre im 
fram attending. a one- day oppo ition party 
training session (23 July). An aide to Prime . 
Minister Loh Shin Yong, fired for trying to | 
attend a dissident rally, joined the eh pic 
tion (28 July). 


SRI LANKA | mE T - 
Twenty-eight people were killed and 40 | 





i mjured When a bomb planted by Tamil rebels 


blew up a bus in a a north of Colombo; 
2 military spokesman said (24 July). Twosol- | 


| diers were killed and three wounded when- 


Tamil guerillas bombed the Officers Messin 
Jatfna Fort, it was reported (28 dl | 


i THAILAND | 
Thais went to the polls in the general ele 
tion (27 July). The Democrat Party incre: 
its number of seats to 100 from 56 
Thai Party ended up with the sec 





number of seats in the election 99. | 









s majer party leaders huddled to | 
'* mull over coalition options in the 
wake of the 27 July general election, the 
| man who is widely tipped to return fora 
third term as prime minister was resting 
| quetiy at his residence in the northeast- 
ern province of Nakhon Ratchasima, 
¿which has : the. appropriate name of Rai 
angwon — Free from Worry. | 
he enigmatic Prem Tinsulanond 
once agam, displaying his pen- 
ht for hovering above the poli- 
al battleground, apparently leav- 
ng trusted army commander Ger 
'haovalit Yongchaiyut to negotiate his 
Bie ene with :he politicians be- 
Making a prediction :n Thai politics | 
is a dangerous occupation. But after the 
| Hh election m the kingdom's par- 
ar history. in which Deputy 
^ Minister Bhichai Rattakul’s 
emocrat. Party took. the honours, 
ere were more than a few commen- 
ors willing. to stake their professional |/ 
dibility on Prem's return. Most also 
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forming the inevitable coalition admin- 


usual. 
For a start, 


-commemorate Queen Sirikit’s 
thday on 12 August and perh 









ent of the annual mibtary reshulfie. 








ander Gen. Arthit Kamlang-ek. But 
erhaps more important from a politica! 
d security standpoint was the threat 
of possible anti-Prem demonstrations 
om factions which are either critical of 
style and past policies, or those 
Pu ‘prefer an elected prime minister 
yan appointed one. 

The police — though lacking any evi- 
| "dene of plans for organised anti- Prem 
action — have been "put on a 30-day 


























an. election turnout which showed a 
dramatic increase in popular interest 
both in Bangkok (37.2996 compared 
with 32.57% in the 1983 election) and 
ionwide... (61.43% . compared with 
76%). The temptation perhaps was - 
o see the Prem issue as the reason for- 
he higher turnout, but many analysts 
ded to feel it was the result of anim- 
essive government publicity: cam- 
n to get people to vote, which at 
s seemed to overshadow the efforts 
yarties themselve 














By John McBeth and Paisal domani in Bangkok 


istration will be much quicker than | 


the new government | | 
- should ideally be in place in time to [- 

ty EC 
S4th E 
j DS aye 
eek before the expected announce- | 


which will finally bring the curtain down | = 
on the career of outgoing supreme com- | 


- alert to cope with potential unrest after | 





ater s 
considerable debate over how far the 
Democrats and their two most likely 


p N O ————————————————— M — RE EE 


Although the constitution permits | 


either an appointed or an elected prime 


minister, the prospect of a civilian as- 
suming power still seems some wav off, 


As leader of the largest party — though - 


nowhere near holding a majority — 
Bhicaai theoretically should have the 
first claam to the post, but weighing 
against him are ingrained military suspi- 
ciens over the party's ideology as much 
as dmtrust over its growing grassroots 
popularity, which may ultimately 


threeten the military establishment’ S 
traditional influence. 

A Bhichai-led coalition, even some 
Democrats do not hesitate to admit in 
pave ate, would stand little chance of sur- 


seemed to agree that the process of E -= nee eR ASN i 


| Rak Thai iLove Thal} 


Independents - 





vival. And similar doubts, 
rooted in much more basic realities, at- 
tend rhe aspirations of other party lead- 
ers w30 in any event can only negotiate 
from positions of comparative weak- 
ness. As one senior Western diplomat 
put it: "Prem may not necessarily be 
the best leader, but there is no better 


choice. He is probably the most accept- 


DE figure to the powers-that-be." 
While the choice of a prime minister 


W was being regarded in many quar- 
es already settled, there was still 


tion, Allies — the Social eases 


tioUsh 


me rte entis rte rhe a opm ete ermita rnit nemen eee 






Party (SAP) and Chart Yai — may be 
prepared to go in deman§ing a share of 
the sensitive defence; in\erior and fi- 
nance portfolios, which wes reviously 
reserved for prime ministeriz HN- 
tees. And what could: complicate. the 
equation further is if two other recog- 
nised pro-Prem groups — Rassadorn 
and Ruam Tha: — are also invited to 
join the coalition. | 

The election was a decided triumph 
for the Democrats. whose 100 seats in 
the newly enlarged 347-seat House of 
Representatives show it is slowly com- 
ing of age with the help of what is cle: ES 
superior organisational machinery. ? — . 
only did it clean up in its traditional 
southern stronghold, taking 36 of the 43 
seats in the 14 panhandle provinces, but 
it also bulldozed inroads into the popu- 
lous 121-seat northeastern region where 
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pre-election defections’ cost second- 
running Chart That dearly and helped 
push Democrat representation, mm 43 
to 28. 

Although the unexpectedly: early 
elections stymied plans for more con- 
certed grassroots work in the north and 
on the Central Plains, the Democrats’ | 
only real disappointment came in | 









Bangkok with Prachakorn Thai leader 
and master orator Samak Sundaravej 
buying five consecutive nights of TV air 
time late in the campaign to pull off a 
surprise recovery. In the end, the two 
arties won 16 seats each, leaving the 
AP with two and Chart Thai ánd Muan 
Chon one each. Despite Samak's ear y 
elation, however, the: final result st 
represented a continuing slide in his tr 
bled party's'lortunes. dropping from sd, 
seats in the capital and dg Lin 
overall. | ~ 
Bhichai’s well-oiled politicar ‘ma. | 
chine made a mockery of predictions 
that it would lose ground in the south by 
snapping up six more seats than even 
the most Qptimistic forecasts. The dif- 
ference came from the Muslim-domi- 
nated provinces of Pattani, Yala and 
Narathiwat where veteran politician 
Den Tohmeena — a descendant of Pat- 
tani's former Muslim rulers and the 
brother of a fugitive separatist leader — 
made good his promise of delivering 
five seats, Further north, Democrat 
candidates swept 1! of the 12 gon- 
stituencies in the so-called "Prem belt," 
covering Chumphon, Ranong, Nakhon 










































Si Thammarat, Surat Thani,. _Phat- 
thalung, Trang and the prime minister’ 
birthplace of Songkhla. ` « 

Unlike their c 
















arty grain by eithe remaining | neu- 
tral or openly supporting Prem and 
| pointing out the ber ‘fits of having a na- 
. | tive son as head of government. Al- 
li though regional rivalry will probably 
continue to be thé main threat to party 
unity, the prospect of a damaging con- 
flict over the pfemiership. issue has 
faded somewffat following the defeat of 
"Deputy Edudktion Minister Khunthong 
| Poopiewduag 

. politician K 
most 
prime gatfiister ; 

That may.not be the cz ase with Chart 
Thai, even if mam its MPs are clearly 
anxious to secu lace in the ruling 
coalition afte e years on the oppo- 
sition benches. Party leader Chatichai 
Choonhavan told the REVIEW he was 
flexible on the question, but former 


the party 












in Boonsuwan, two of the 
advocates. py: an elected 

















Sawaengchit, who:won for the party its 
" 3t-ever Bangkok. seat in the election, 

‘aking an opposing view in language 
which suggests the circumstances. sur- 
rounding the abortive anti-Prem 1981 
coup are far from forgotten. 


l ronically, colonels Bunsak Pocharoen 
and. Sakhon Kijviriya — two other 
'cashiered Young Turk officers who 
‘were dismissed with Prajark in the wake 
of the 1981 revolt — won seats for the 
Democrats in the central region pro- 
vinces of Singburi and Trat. Neither ap- 
pear to have made any public statement 
on the i issue of the prime minister. Bun- 

s at one time linked to several i in- 

























^L t t x be particularly close to Cel 

^Manoon Rupekachorn, who-is now in 
-exile after his role im last year’s. 9 Sep- 
tember rebellion. 


election was the broad gap between the 

‘Memocrats and the rest of the field. 
|] art Thai, which had earligr been ex- 
aue E to get 70-80 seats, fded up with 

th the 1983 poll 


l Ithough it held its own on the 
Central Plains, the pre-election loss of | 
43 sitting MPs, mainly to Ruam Thai 
and the newlv formed Ünited Democra- 
tic Party (UDP) told particylarly in the 
northeast with the party seeing its rep- 
resentation cut from 31 to 19. 

The decline of Foreign Minister. Sid- 
dhi Savetsila's SAP was much more pre- 
dictable after the loss of fully 56 of its 
MPs in the wake of the 1 May par- 
liamentary revolt that brought down the 
previous coalition administration 
(REVIEW, 15 May). But for Siddhi him- 
. self, the election was personal triumph 
and his comfortable win in Bangkok's 
Chinatown district against strong 
Democrat opposition is generally consi- 
dered to give him the inside track in re- 
: the Fore Minist: ortfo- 












Young Turk arniv leader Col Prajark | 


Perhaps the biggest surprise of the | 


"and. outspoken young 


holding on to 51 seats, 35 of them in the 


- northeast. Its biggest loss was in the 


north. where the largest share of the 
seats (21) went to the UDP, a collection 
of defectors led by former deputy prime 
minister and SAP veteran Boontheng 
Thongsawat, whose disaffection led di- 
rectly to the May revolt. Another 11- 
seat bloc went to Ruam Thai, under the 
new leadership of ex-SAP member and 
outgoing Agriculture Minister Narong 


. Wongwan. 





ss 


. Boonchu clearly found a 


power, however, the impor- 


that the image-makers are 





The SAP was also a loser on the Cen- 


tral Plains, picking up only nine. seats 


compared with the 18 it won in 1983. 


Among.the parties which clearly had a 
hand in splitting the vote in the rice- 
growing flatlands was former deputy 
army commander Gen. Thienchai 


_ Sirisamphan's Rassadorn, which cap- 
tured 18 seats overall in its first election 


outing — one behind Ruam Thai. 

The other new party to finish in dou- 
ble figures was Community 
Action, brainchild of 
one-time deputy. prime 
minister and economic over- 
lord Boonchu Rojanasat- 
hien, who also figured in the 
formative years of the SAP 
before he dropped out of 
politics for a period in 1983. 


winning formula by running 
in the country's main rice- 
trading centre and focusing 
his campaign on raising rice 
prices. 

In Bangkok's corridors of 


tant rice-bowl issues were 
sadly overshadowed by the 
question of Prem's future. 

‘There are already signs 


busy preparing the people for 
what is a continuation of the 
old order by suggesting Prem 
is a changed man. Writing in 
a manner which suggested 
the source for the story may 
very well have. been, 
Chaovalit himself, conserva- 
tive Bangkok Post editor 
Theh Chongkhadikij reported in a front 
page story on 19 July that any new gov- 
ernment headed by Prem would estab- 


lish a round-the-clock national opera- 


tions centre to feed him up to the minute 
information on domestic and interna- 
tional affairs. 

Theh said Chaovalit “reportedly be- 
lieves” that a “new Prem” will emerge 
to head the incoming government. And 
without offering any elaboration, he 
added: “It will be a "new Prem’ because 
the circumstances under which the new 
cabinet will be brought together will 
forge the steel inside the man to pro- 
duce a stronger, more decisive and yet 
more flexible leader.” mee 


: Téturiinp 92 MPs in 1985, the 
SAP fulfilled pre-election predictions in 





Election vote-tally in Bangkok. — 


| 
i 
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| not matter very much what the vote 


name kept cropping up during the c 


" aggressive policy approach showed only 


is difficult to put a finger on whether the. E 


many Thais, it seems, "the stability rep- | 


cians 





















Non- candidate Bn isir 

— with military backing © 

pur Minister Prem ‘Tin 
may not have offered 


candidate in the 27 July g 
tion, but the frequency: with whicl 
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paign and a series of pre-election leaks 
promising a new-look Prem and a more 

























































too clearly that he might as well have 
been. 

In other words, if the economy has : 
been the biggest talking point in Thai- 
land over the past two years of his 
tenure, the only pre- and post- -election 
issue was and is Prem himself. E 

Despite a series of questionable 
papaia polls over the past month, i 








people are seriously questioning the | 
prime ministers ability to govern or |. 
whether they are simply bored with his | 
presence and would like to see a change. | 
for the sake of change. According tó 1. 


resented by six years and four months | 
of uninterrupted, if noc entirely trouble- 
free rule, is simply not enough. | 
In the face of the backing he receiv 
from the military and the realities: 
Thai powerbroking, it probably do 


think. Prem still looks — and acts — li 
the ded iE But among the politi 
least there | is acer 

















Ape has ‘ane much to 
| =p Thaile nd on its relatively stable 

course, but there are increasing indica- 
tions that in the future parties may no 


bility — and the brickbats — for un- 
Popular if not entirely unjustified 
p : formulated by ministerial ap- 





Is of rank-and-file MPs. 

rem is generally identified as a sur- 
r, so much so that those looking 
. at the trail of political corpses left 
wake of his six-year leadership 
ubbed him "the silent killer of the 
hya Valley." But while these 
may have been required to 





an state ad he o 
1s got under way, one thing is clear: 
opposition Parti Islam (Pas) has 





d east coast states of Kelantan and 






: int t United Malays ‘National Or- 





€ in tempo is clearly evident. 
s Umno leaders rush around in a 













ng the snücuncemein of ihe 37 Aat 
ust elections, Pas leaders are quie: ‘ly 

















that actually began four years ago 

¿when they were routed in the 1982 elec- 

tion. 

-. ~The issue here i is simple: vote Umno 
for progress; vote Pas for Islam. Party 


yur out of the nine-day campaign to the 

o states, Deputy Prime Minister 
afar Baba whisked around remind- 
voters that Umno's people-serving 
grammes — building roads and pro- 
ing education — was also obeying 
am. Pas’ chief orator, Abdul Haci 
\wang, countered that this was the duty 
of government and nothing to brag 
about. One was judged for leadership 













longer be prepared to take the resporsi- 


s with little regard for the opin- | 


its homework. In the Malay-dom- - 


ion (Umno) is keenes?, the dif- 


leaders reiterate the theme. Devoting | 






















tical problems of the early | 
ene that a different | 


F same | 


rected at the Prem administratio: 





!ointed Prem would have the 
free hand he had last time to 
choose appointees for his new cabinet. 
Following the 1983 election, fully 314 
MPs cut of the then 324-seat House of 
Representat: ves supported his nemina- 
tion. But this time he cannot expect to 
get the same fulsome backing — one of 
the reasons why he may have to step 
more warily in dealing with the parties 





| making up the new coalition. 


Already there are signs that Prem’s 
supporters are seeking to revamp his 


. image. 


M: repeérts agree that outgoing Fi- 
nance Minister Sommai Hoontra- 


 kul, whose austerity measures have been 


the target of the strongest criticism di- 
, will 
not be re-appointed. Newspapers have 

said the search is on for a new ecenomy 
manager, with commentators underlin- 
ing apparent high-level awareness of 
growing sensitivities among the political 
parties by saying that his appointment 





will have to receive the approval of the 


coalition partners. Under the terms of 


| qualities and policies beyond the mun- 
dane, ne deciared. 

Despite the efficient party machinery 
and massive funds of Umno, the dom- 
inant partner in the ruling National 


Front coalition which is assured a na- 


| tional victory, it seemed to have been 


caught flat-footed in the northeast oy Pas 
— which has also built up an unobtrusive 
network of party workers. In Kelantan, 


|, Pas posters. outnumber Umno posters in 


ol- | 


El | 
putting the final touches to a campaign 


——————————— ——————————ÓÓ————M————————————— OPE 


almost all areas — a psychological boost 
for members and a magnet fer the 
state's 30-40% fence-sitters. A party 
worker complained that despite the fact 
that it was the government which de- 
cided the election date, some Umno 
branches were still short of basic mate- 


rial such as posters. 


Umno’s weakness has always been 
its complacency, admitted Trengganu 
executive councillor Datuk Abu Bakar 
Daud. Although he was confidert that 
Umno had at ym a5% edge over Pas in 
Trengganu, Abu Bakar conceded that 
“we have to work hard.” He added: 
“People forget that while Pas may have 
Islam's revival: page 14 


Awang: pow powerful orator. 
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health: enis RUE 
flected on his familwg s 
his economic belt-tigf 
me had LA to achiey 
























see who feel tie | economy has re- 
covered sufficiently to warrant a bolder | 
approach. And further evidence of a | 
counter-attack against Prem’s detrac- | 
tors was revealed on 23 July when the | 
Nation Review carried a rare exclusive |. 
interview with the prime. minister — 
though it is uncerstood only to have 
been responses to written questions a 
nota direct interview. —. . 4 
Much speculation centres on whe- 
ther Prem will stay long enough to over- 
see planned nationwide celebrations | 
marking the 60th birthday of King | 
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| 

| 
been talking a lo: in the last four years, | 
we have been quietly linking electricity 
and water to villagers," a valid point as 
Trengganu's oil revenue has visibly 
trickled down to the people. Moreover, 
the governmentdinked national scan- 
dals that excite urban audiences count 
for nothing here... 

Yet, if crowd size is any indication, 
Umno does have cause to worry, though 
Umno Trenggaru election organfser 
Tunku Mahmud Mansor is unper- 
turbed. *We address target groups of 
100-150 only, and most effectively, 
Umno women tirelessly conduct house- | 
to-house campaigag, he saic B 
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bod n policy whose 
se Pa by his as- 


nande, has stressed on several OC- 
casions that he will retire from the mili- 


of power mn 
what v i 


ties. PC 

As one observer noted during a re- 
cent political seminar: "When the acting 
"ERAS wishes to Beers and 


ise po) majeure." 
: "The premiership is 
by members of l arliament, 


quick to r 
Anothe: 
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Under these circumstances, elec- 
toral politics are and probably will con- 
tinue to be relevant only in determining 
the balance among the political parties, 
or perhaps more correctly the various 
interest groups, leaving unaffected the 
issue of the premiership which is deter- 
mined by the behind-the-scenes power- 


brokers. It is in this way that the military 


has been able to draw back from direct 


and at times damaging intervention in - 


national politics, yet has succeeded in 


exerting its considerable influence: on. 


the shape of events. 

Such a situation naturally rankles the 
purists, particularly those who have 
gtown exasperated with Prem's per- 
ceived style of do-nothing leadership 


and his refusal to seek a public mandate - 
by standing for election. In one sense | 


factionalism in the military has provided 
a breathing space for the democratic ex- 
periment to proceed. But opinions on 
what form it should ultimately take vary 
(REVIEW, 19 June), 

There is also apprehension in some 
circles that Arthit's demise has led to 


the emergence of a dominant and po- | 
 tentially 
largely around Chaovalit and fellow | 


m 


monolithic built 


group 


| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
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| 
| 
| 
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| authoritarianism," 


aie than it has at present 

a greater willtouseit. — — 
Under this scenario, it is f 

the military's modified style 

cracy, with an appointed sena 

the same legislative powers 

elected lower house, will eventu 

out over the 

favoured by the Vane Thi 


in some quarters, will be ac 


by what has been called * 
with ^ | 
going deeper and deeper into the grass - 
roots — a trend that has already been | 
seen in some parts of the country, — ^. 
Political parties, for their part, may - 
be much more strident in their call for _ 
an elected prime minister, but that only - 
appears possible in the unlikely event ; 
at least at this stage of political devel 
ment — of a single party winningan 
right majority in the lower house. 
things stand now, many of the p 
are prepared to participate in govel 
ment at almost any cost, on the o 


hand to recoup heavy election expendi 
ture and reap dividends for their back 
ers, and on the other to preserve intrè 


party unity, — John McBet 
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la Gha lar: renni line. 


Lim and Koh were 
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case, remarked observers, Umno has al- 
Mit managed to boost its ratings in the 
last 48 hours of each election campaign. 


On the west coast, public interest in - 
the Chinese opposition parties’ cam- | 
paign has focused on the Democratic 


Action Party (DAP) and its battle for 
two crucial seats — Tanjong, in Penang, 


^| and Kota Melaka in Malacca. The con- | 
teg in both parliamentary constituen- | 


cies has taken on an added piquancy be- 
cause the DAP has fielded a father-and- 
sön team to take on the National Front. 
DAP secretary- general Lim Kit 
r has taken what is increasingly 
T brave -— if not foolh de- 


| 
| 
| 
| 
| 
| 
| 
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cision to leave the Kota Melaka consti- | 


tuency he won for DAP in 1982 to fight 
Gerakan Youth chief Koh Tsu Koon in 
Penang. Meanwhile. Lim's 26-year-oid 
son, Guan Eng, has been given the task 
of holding the Malacca seat for the DAP 


against a charismatic candidate from | 


the Malaysian Chinese 


Association | 


(MCA), former captain of the Malay- | 
sian national soccer squad Soh 'Tow- | 


kay’ Chin Aun. 


he contest in Tanjong is being wide- - 


ly billed as a grudge fight, as both 


both active within | 


the oppositionist Chinese education | 


movement known 


| collectively 
Dong Jiao Zhong 


as 


before Koh joined | 


the National Front party Gerakan and | | 
| source of Chinese grievance which the- 
Zhong behind him, enabling him to | 
snatch Tanjong back from the DAP | 
candidate Chian Heng Kai by 834 votes | 


pulled in the support of the Dong Hao 


in 1982. The DAP blamed Dong Jiao 
Zhong’s “sell-out” 


for its poorer-than- | 


expected showing in the last election | 
and this may be a decisive factor yet | 
again as the movement has declared its | 
| main National Front Chinese party, the 
| MCA, have been going one stage | 


support for Koh in this election as well. 
Koh will also benefit from Education 
Minister Anwar Ibrahim’s election 


promise to amend the controversial Sec- | 
tion 21 (2) of the Education Act which | 
currently empowers the government to | 
change the medium of instruction of | 
Chinese and Tamil primary schools to | 


Malay. Prime 


Minister Datuk Seri | 


Mahathir Mohamad has also made pub- | 
lic assurances that no changes will be | 


made to sthodis w without the prior assent 


change in Malaysia . 


of teachers and parents — robbing t 


opposition of a main election issue. 

Lim said the election would be 
test whether the people of Tanjong and. 
Penang could spearhead political 
.Ihave decided t 
go for broke in Penang." 

Despite attempts by both the DA 
and its rival opposition party, th 
Socialist Democratic Party, scanda 
such as the M$2.5 billion (US$960 m 
lion) Bumiputra Malaysia Finance los: 
and the stockmarket losses by the | 
ployees Provident Fund have not 
come major election issues among t 
Chinese community. 

Discrimination in favour of 
bumiputras (indigenous Malaysians 
mainly Malay) is still providing the mai 


opposition can exploit. "We are not pre- 
pared," said DAP deputy secretary- | 
general Lee Lam Thye in Malacca on 26 
July, “to allow the people to be divided - 
into bumiputra and non-bumiputra . 2. 
we are Malaysians, we are all first-class. 
citizens.” i 

Some fringe elements within the . 


their efforts to woo the |. 
Chinese voters. MCA maverick Chan _ 
Teck Chan made an extremely” 
chauvinist appeal for Chinese supporti 
Malacca by denigrating the achieve- 
ments of the Malays, while in the Fed 
eral Territory, some MCA candidate 
have been appealing to voters “to ke 
out the blacks” in an apparent referen 


further in 


it to Indian DAP candidated. 






















he moon is high,” smiled 80-year- 
old Hassan iis in an oblique 
"reference to Pas’ symbol of a white full 
moon on a green background, the rec- 
ognised Islamic colour. His admission 
of allegiance to Pas, willingly volun- 
teered, reflected the confidence found 
among s party supporters in the east cozs 
state of Kelantan, who realised that 
after eight years of National Front — or 
here, specifically Umno — rule, the 
‘state could easily return to Pas’ hands in 
the 3 August state poll. 
-Kelantan is truly up for grabs this 
P, Like neighbouring Trengganu and 
'dah, Kelantan too has experienced 
Islamic resurgence encouraged by | 


















































FOREIGN RELATIONS 


view Correspondents 


th the significant exception of | 
iwan which has full diplomatic 
economic relations with Pretorta, 
ost major Zast Asian nations tend co 
ambivalent over their relations wath 
“South Africa: carrying on some vital 
-trade with that country while openly de- 
nouncing the policy of apartheid. 

~ Hongkong, whose foreign relations 
€ handled by Britain which does not 
our sanctions against Pretoria, 
es openly. Singapore prohibits di- 
t 1mports from South Africa, but 
blind eye on routing some third- 
try trade through the island repub- 
South Korea is in a race to woo 
« African states on the Korean 
tion, which nevertheless does not 
eclude indirect trade. Japan, like the 
: he loudly condemns the racist regime 
aE 





ile continuing a flourishing economic 
relationship. 

- ^, Taipei and Pretoria enjoy a marriage 
of convenierce based on mutual isola- 
tion. Taipei has seen its circle of dip- 
omatic partners drop to 23 as more and 
more countries have switched recogri- 
tion to Peking, while South Africa has 
become increasingly isolated by inter- 
nati mal opprobrium for its apartheid 






1e two nations established rela- 


. to withdraw from the UN. Fer 
, the move marked a recognition 

t its relations with the rest of Africa 
| dwindled to the point that open ties 
h Pretoria could do little harm. 
igi Ministry spokesman Cheyne jJ. 











in 1976, five years after Taipei was | 
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Pas’ present ulama (theologian) leader- 
ship. Kelantan Pas chief Nik Abdul 
Aziz Nik Mat is a household name, a re- 
spected religious teacher whose popu- 
laritv has spread on his Islamic lecture 
circuit. Other Pas notables have their 
own district followings, mainly families 
of students who had their basic Islamic 
education at their village religious 
schools. 

Pas’ campaign began four years ago, 
aiming at members and sympathisers, 
but especially at Kelantan’s 45,000 new 
voters, 70% of whom are now Pas sup- 
porters, said party youth chief Wan 


Jamil Wan Mahmood. Meanwhile, the 


older half of Kelantan’s 6% Chinese 


nmerce in blinkers 


ast Asia has sizeable economic ties with Pretoria 


Y. Chiu explained the opening to South 
Africa: “It was quite simple; we both 
needec more friends.” Malawi and 
Swaziland are the only other African 
countries that still recognise Taipei. 
Taipei maintains consulates in 
Johannesburg and Capetown, in addi- 
tion to its embassy in Pretoria, with a 
total staff of about 50 people. In addi- 
tion, a number of agricultural advisers 
are werking in the Black homelands, 
though they are technically considered 


private consultants in order to get | 


around the question of the homelands’ 
status, which is recognised by no gov- 
ernment other than Pretoria. 

A common anti-communist stance 
also binds the two partners. Sources in 
Taipei privately admit that the countries 
share some militayy intelligence and 
conduct joint nuclear research. 

More openly, Taipei and Pretoria 
have concentrated on building econo- 
mic ties. The two governments recently 
reached agreement to cooperate in the 
marketing of South Africa's strategic 
metals such as titanium, silicon and 
super alloys, as well as diamonds. 
Under the agreement, Taiwan willserve 
as the major marketing and distribution 
centre in the Pacific. Economics Minis- 
ter Lee Ta-hai announced on 1& July 
that Taiwan would buy 200,000 tonnes 
of Scuth African grain in the next three 
years. He also said Taipei would en- 
courage its businessmen to invest in 
South Africa's diamond mines. 

. Officially, two-way trade in 
| united | to | US$355 million, 


1985 
with 


. crisis. 


| Black worker in Pretoria. 













the National i t ake 
mediately after rule. was 
lifted in 1978. If Pas t cosud ze state back. 






tanese resi lents. | argue that 





Mahathir would - "dol thy "an old 
trick” twice, especiali fen rumours 
of similar attempts, later abandon- 


ed, during the recent M ars ong Sabah 


aced with its old rivi, now grown 
formidable, Umno ts particularly vut- 
nerable today, for the party in Kelantan 
appar to be i in imde 4 Fierce com- 











ru ene enm Ier oe bet PPS An s eA rd tn IS fA Anth ia vert imme n ee 


south Africa enjoying a. fiéalthy 
dad These numbers do not tell the l 
full tale, pees As a matter of polic | 

Taiwan's i rts of South African CQas 4 
and sanum ave not divulggc ci; 
ing to officials~of INE SL 
Taiwan Power Co., which purc 


resources for power generation. 







| 
Oo” point of irritation was largely | 
removed last year when South | 
Africa's 10,900 ethnic Chinese residents | 
received a boost in their legal status, à | 
clear payoff for the friendly relations | 
between the two governments, South | 
Africa passed a law raising their status | 
above that of Blacks, Coloureds and | 
Asians. Previously lumped together | 
with the Asians, who are mostly of In- 
dian descent, the Chinese have now 
been granted the right to own property | 
and live in. Whites-only areas, a pri- 
vilege denied all other racial groups ex- 
cept resident Japanese. _ 
The status of the ethnic Chir 
falis short of fuil citi en 


















































































dependent ip: 
chaos. Many. election hopefuls turned 
against the. hen nominees from 
the rival camp were picked as candi- 
abotage" punctuates 
ssion. Party worker 
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th h 3 í to half, due to jealousy 







ea wide cross- 















( io insiders omplain that 

Mohamed Yaacob is ong enough. 
wn interests, 

Kelantan needs a- ader to make 
decisions, instead of tr ing to placate all 
sides, noted. sver. The chief 
minister has ¢ en besieged by del- 





egations at his h 
ing that he alter the list of candidates, 


E 
| With eférvone out fo 
| 
| 
| 
b according to local people. 


4 AFRICAN o 
COAL, GOLD): 
EIC. E s ETC 


no vote — not even in the new tri-cam- - 


eral legislature established last year to 
e Coloureds and Asians a minimal 

n legislative affaips" And they 
Ječannot join. the army, a rivilege most 

orba oO give u 

Wie RAUS: South Africa's 
Chinese residents are the descendants 
of late 19th century gold miners, the 
800-odd Japanese citizens living there 
are temporary expatriates engaged in 
business. 
appearing to accept the status of “hon- 
orary Whites" — as against the so-called 
Coloureds — for its citizens in South Af- 
rica. Thé Japanese Foreign Ministry's 








a 













the term did originate in the 1960s. 
Japanese foreign policy towards 
South Africa is almost identical to that 


tive policies of apartheid, but take no ac- 


| trade. The main distinction is that while 
the US may claim trade sanction 1 i 





nie places been repu- 


me at night, demand- 


Tokyo is often eriticised for- 


African section denies the existence of 
such a category, while admitting that 


of the US: condemn loudly the segrega- - 


- tion such as imposing sanctions on. 


Peters inadvertently tipping . the 


ob is identified as Mahathir’ sm man, 
while Razaleigh's falling out with Maha- 


thir — when the latter openly support- | 


ed Umno deputy president Datuk Musa 
Hitam for the 1984 party election 


against Razaleigh — is well ree 
ed. : 


scales in Pas' favour, the National 


Front accepted former Pas leader Datuk 


Mohamed Asri Muda's breakaway 


party, Hamim, into the coalition on the | 
| very day elections were announced. The 


move surprised even Kelantan Umno 
and prompted Berjasa, Hamim's rival 
in the National Front, to quietly but bit- 





| terly pull out its support, a move that | 
was due to become official by 31 


July. 
The National Front seems to lave” 
miscalculated on this. Pas had. ousted | 


WHITE CANT 





effective and, therefore, should not be 


applied, the Japanese Foreign Ministry 


takes the view that Tokyo could not sup- 


port sanctions — other than cosmetic 


trade measures — because of the na- 


tion's overwhelming dependence on 


trade. 


apan, South Africa's third- J-biggest 


trading partner after Switzerland 
and the US, is dependent on Pretoria 


mostly for precious metals. used in 
manufacturing and industrial processes, 


notably magnesium ore, chrome and in- | 


dustrial diamonds. It also imports consi- 
derable quantities of wool, coal, iron, 
woodchips and gold. While an October 


1985 statement by then foreign minister 
Shintaro Abe urged restraint in pur- 


chases of Krugerrands and other gold 
coins, Japan's total gold imports from 
South Africa jumped from 4.5 tonnes in 
1984 to 22.3 tonnes in 1985. 
Abe's statement said that Japan had 
"taken more severe. measures against 
South Africa 1 than those taken. by other 





| trade with South Africa, with the exc 
i tion of arms (the export of which, in an 
|! case, it prohibits to all countries) and 
i computers ' 


Tence-sitters are again the key, Berjasa 


-strongly opposes. apartheid.” Non 
| these me 
| to be punitive. 


| by the global network of Japanese sog 
| shosha (trading. houses) can easily ci 
| cumvent such restrictions. 


| try says. it issues “guidance.” 


| ple. it asks banks not to extend loans t 
|! South Africa. Direct investment is. pr. 


that sports, cultural and educational ex- 


with anes some: personal 
Hor ea in. bs ie n. 





auk what nudi 
compromise. = 

An return, Umno. has 
cooperation, Although it i 
party which. depended. onl 
port for ‘sie al seats. ind 








wanted. ps pes ‘Kelantan i in. en Umno A 


once more may play a crucial role in thi 
neck-and-neck race, swinging as:man: 
as. four or five Tii seats — - but t 





countries, from a standpoint. the 


asures, however, could. be s 


Japan has no regulations, piolibiü 


‘which might assist the ac- 
tivities of such organisations as. the 
armed forces and the police which en 
force apartheid.” Exports of computers 
to other organs of the government are 
allowed. Third-country trade facilitated 


Instead, the Japanese Foreign Mini 
' For exan 


hibited, though the export of finar 
from a third country for a Japanese- 
nanced factory in South Africa wou 
not count. Thus, Japan. ends up ind 
rectly investing in South Africa. 
. While Japan's imports from Soi 
Africa rose from US$1.6 billion in. 198 
to US$1.8 billion last vear, export: 
fell sharply. from US$Í. 8 billion to 
USS$1.01 billion. Japan is worried most | 
about the security of its precious-metals | 
trade, and as a precaution has embark | 
ed on a cooperative project with China | 
for the joint-mining of some precious- 

metals currently supplied by South Af x 

rica. n 
The Japanese Foreign Ministry says 


changes have been stopped. Diplomatic 
representation is at consular leve 
About 50 Japanese companies operat 
in South Africa through representativ 
offices, subsidiaries or joint venture 
The bilateral business connection : 
kept alive and well in Tokyo by th 
"Springbok Society, comprising J: 
panese businessmen with stakes. 























































f of South Koren “daring le Ko- 
^ War. But post-war political 
lites have made relations with Pre- 
oria an unrealistic option for Seoul in 
its. competition with Pyongyang for 
friends in Black Africa who can deliver 
votes in the UN on issues related to the 


1970s, when Seoul decided in earnest to | 
catch up on the North's head start in Af- 


-South Africa — an office of the Korean 
"Traders Association was closed. 
Explaining Seoul's policy. 


| condemnation of the apartheid system.” 


‘eoul’s prohibitions on trade with 
China and other communist coun- 
have nct prevented indirect trade, - 
1 also seems to be the case with the 
uth African trade. According to a 
Jlomatic source, two-way trade be- 
een Seoul and Pretoria is carried out 
a regular basis, and amounts to hun- 
ds of millions of collars annually, 
igh it is not officially documented. 





s, especially coal, trans-shipped 
ongkong. According to the IMF, 
de between Seoul and Pretoria total- 
1$$335 million in 1984. | 

Although Singapore was one of the 
rliest to denounce apartheic and ban 
ect imports in 1965. officially unre- 
corded indirect trade — including trans- 
shipment — is known to exist. À consor- 
m known as Safari — including South 
Africa's Safmarine, Japanese and Euro- 
pean shipping lines — handled 50,000 


iated 25.000 tonnes was discharged 
aputo and trucked into South Af- 
—. The commodities channelled in 
Hs trade are known to include rubber, 





ured items from Malaysia, Indonesia 
and Thailand. 

Unlike Singapore, Hongkong has no 
inhibitions on trading with South Af- 
. rica, Although Hongkong conducts its 


unlikely to deviate from Whitehall's 
_ foreign and trade policies once these are 
|; laid down by the latter. 
^ “Total direct trade between Hong- 
. kong and Pretoria amounted to US$391 
million last year, with coal and. gold 
bullion anme the territory’ s im- 
ports, About 40° 
—< with a value ‘of US$91 million — 
ame from South Africa. Imports of 
old bullion amounted to US$220 mil- 
on. Of the total US$1.7 billion in gold 
bullion and coins imported by. Hong- 
ong last year, a large proportion came 
m Pretoria through Switzerland, ac- 
cording to trade sources, Ai 


on 


“unresolved Korean issue. And in the | 
rica, its only semi-official presence in - 


2 Assistant 
_ Foreign Minister Park Soo Gil said: "No - 
official contact with South Africa and 


s of cargo from Singapore to | 
African ports last year. Another | 


ber, plywood and some manufac- 


foreign trade with near autonomy, it is 


o Of total coal imports 
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| By Hamish McDonald in Sydney 


‘ith a noisy lobbying campaign 

f directed at the US administration, 
Australian Prime Minister Bob Hawke 
is trying to attach foreign policy costs to 
a US Senate move to include wheat ex- 
ports to China and the Soviet Union in 
the US agr icultural export subsidy 
scheme. — ` 
The US S nate approved legislation, 
introduced in late July by Republican 
Party presidential aspirant Robert 
Dole, would extend the controv ersial 
Export Enhancement Programme 
(EEP) to sales to the two communist na- 
tions, the world's biggest wheat import- 
ers. Focus has therefore shifted to Presi- 





| dent Reagan’s use of his veto power. 


| previous EE} 


The Australian Wheat Board said 
subsidies on sales to the 





_ Middle Eas! and other markets had al- 


of this is in the form of raw mát- | | 


; ready driven the world price for stand- 
| ard hard wheat down n by nea 


rly US$40 


- MARGAR d Ta RAPPORT 


| e 
Hawke: US bases and trade link. 


from the U55140 a Jonne in April. The | 
Dole bill is likely to trim prices even 
further, by about US$20 a tonne. 

For Australia the total effect of this 
in the coming 1986-87 selling year (start- 
ing October} would be to cut earnings 
from its 15-million tonne exports to 


' about US$1.2 billion from the US$2.1 


billion that might otherwise have been | 
expected. 

Although cushioned somewhat by 
the weakness of the Australian dollar, 
such a reduction in wheat earnings (the | 
second largest export item after ceal) is 
a serious blow for a country already i in a 
severe. balance-of-payments position. 
And with a fairly small domestic wheat | 
market, the earnings drop will be felt di- 





rectly by wheat growers. Primary Indus- | 


| tries- Minister John Kerin said that 











i ; upset at Us grain-export subsidy < 


E 
| 


| Soviet 





| 
| 
| 
| 
| 
1 
| 
| 


| their usual bickering to agree with a call 
| by the conservative opposition for an 


| ton. 
| off on 30 July. While disavowing ai 
1 linkage with 











perhaps 15,000 of Australia’s 130,006 
farmers would be forced off the land. 
Conscious red wit SN statistics seem 







who have Bande quits ag diculture, the 
Hawke government has been wielding 
what political influence’ it cap fo sway 
Reagan into using his veto. ` 

Foreign Minister | Bill "Hayden 
quoted unnamed farmers asking him 
why Australia let the US maintain its 
three vital defence installations (at 
Northwest Cape, Pine Gap and Nurrun- 
gar) in Australia when it was being 
treated this way in the area of trade. 
Other ministers in the Australian Labor 
Party Government let the issue run — 
sparking a swift rebuttal from the US 
State Department of any “linkage” b 





tween the bases and trade — before- 


Hawke killed it off. ; 

Attention gained in. Washington, 
Hawke then proceeded to draw a more 
general linkage between the trade prob- 
lem and strategic concerns in a series of 
telephone calls to Ne sere ati on 24 and 
25 July. To US Secretary of State 
George Shultz he pointed out that 
Australia had recently been arguing to 
small Pacific states that they. should 
look beyond the immediate benefits of 
ishing-access deals to possible 
political dangers. This would sound hol- 
low if the “economic imperative" over- 






| ruled other considerations in the US' 


own dealings with the communist pow- 
ers. 
Australian putida also dropped 


all-party delegation to visit Washing- 
This team, led by Kerin, set 


e US bases, opposition 
leader John Howard said: "The US has 

' to realise that its actions “Ovex this issu: 
are handing the mad tweet the 
Labor Party an enormous stick with 
which to beat pro-American sentiment 
over the head." : 

Opening a another flank, Hawke tele- 
phoned Canadian Prime Minister Brian 
Mulroney and cabled Argentinian Pres- 
ident Raul Alfonsin (who recently vis- 
ited Australia) to urge stepped-up pro- 
| tests against Washington. Both these 
major wheat-exporting countries are 
heavily dependent on sales to China and 
the Soviet Union. 

White House officials said Reagap's 
| cabinet was split on whether to exercise 
the veto. Australian ministers were 
dubious that their pressure could suc- 
ceed in the atmosphere of a mid-term 
congressional election year in Washing- 
ton. 
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Sourcing new Australian trading and itis free. Even if you are nota NBETS is an opportunity too good 
partners can be a tiring, time reguiar customer. to miss. Contact the trade experts 
consuming search through product Af e | at National Australia Bank today 
shows, trade publications anc aa sedens un i and discover how to get together 
background information. Or, it can coverage of the Australian market with new Australian trading 


be as simple as getting together | ! : opportunities. 
| : : : through 1,300 National Australia 
with National Australia Bank's Ban] brane s 


Express Trade Enquiry Service | 


(NBETS). 
ank 


NBETS is a computerised facility 
which matches, by commodity 
your enquines with a data base of 
thousands of Australian importers 
and exporters. Itis a service 
332P6028 


unique to National Australia Bank, National Aust r alia 


National Australia Bank Limited. 











Head Office: Melbourne, Telex 30241 NATAUS. Singapore, Telex 21583 NATAUS. Hong Kong, Telex 75315 NATHK. Tokyo, Telex 
22114 NATAUS. Bangkok, Telex 20424 NATAUS TH. Kuala Lumpu r, Telex 31899 NATAUS Takara. Telex 44749 NATAUS. Seoul, 


Telex 28844 NATAUS Beijing, Telex 22524 NATAU CN. Port Moresby, Telex 22166 BANK SP. Wellington, Telex 31050 NATAUS. 
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our 
technical 
professionals 


will be seeing 


more from us. 
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IBM is committed to providing the highest level of support 
to the engineering and scientific c ommunity. We're ready 
to help ; you reac d your goals with advanc 'ed new tec hnology 
and a rich variety of powerful applications. 

To put you ahead in performance at a modest cost, we 
offer the new RT PC family of personal workstations. 
Powered by IBM's own 32- -bit RISC -technology micropro- 
cessor, the RT PC line represents the most advanecd 
thinking in the industry about the amount of power a 
personalised workstation can offer. 

For the first time, many of the most highly-regarded 
mainframe applications in the engineering and scientific 
fields can run on a full-featured stand-alone workstation. 
This remarkable off-line power can hel p vou get more done 
with less demand on your host computers. 

The new RT PC runs an IBM-enhanced version of 
the popular UNIX* operating system, opening up a wide 
variety of standard and custom applications in the 
technical, engineering and scientific fields. In addition, an 
optional coprocessor makes the RT PC compatible with 
the IBM Personal Computer AT for an even greater range 
of outstanding productivity packages. 

To find out more about IBM's engineering and 
scientific solutions, fill out this coupon and mail it to us. 
We'll be happy to give your technical professionals a look 


at a new standard of performance and support. Q 


*UNIN is a trademark of Bell Laboratories Inc, IBM is a registered trademark of International Business Machines Corporation 
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x LOCAL self-confidence is high too. 
Last year a student wrote to a local 
newspaper asking for advice: he was a 
first-year law student at the National 


University of Singapore and had won a | 
place to study at Oxford, but was wor- | 


ried that his parents could not afford the 
high cost of tuition and accommoda- 


tion. While the eiie uel couneoL i 


: chased. a SHER. for Visiting. 


e IF, after ali | this, the customer pines 
for the high aesthetic life, he: could 
answer an advertisement for a creative 


person which appeared in Penang's Star | 


daily, sent in by more readers than I | 
care > to o list: 


you fave A faa f for 


and Me AA ff 
¢ 


Or, if peer MU. hinded, 


one might applv for a job at a garage 
in Ipoh, photographed by Dr S. K. 
oh: 


‘There. one ion be deafened — or 


afflicted with an even worse. disease: 


HEARING AIDS * 


Proven high quality 
precision aids from Europe 


POCKET AIDS. 
BEHIND THE EAR AIDS. 

E SPECTACLE AIDS. 

| iN- DEL AID 
-Wherever next? Well, 


_as illustrated by this photo- . 
ed de Po ti of an establish- 


' OR in China itself: some false expec- 


tations may have been created in the 
minds of visitors to Peking’s Arts and 
Crafts Treasure Gallery at the White 
Peacock Art World, for when they they 
they 


perhaps in. 


VICE 
TICKET 


|| € BACK to Boum in Singapor 


where, as this adin the Sunday Times 


i | spotted by Mark Greaves, amply dem- 


onstrates, the demand for learning lead 


toa wide > range of teaching methods: - 


JAPANESE COURSE FOR lapa: 
nese Lang. Proficiency Test. 
Regular-inter. course, too. 


nn MN. 


e THE Japanese also take life seri- 
ously. At least half-a-dozen readers sent 


.| in this ad from the Tokyo Weeker 
| from a lady with definite intentions 
| with a very specific age-group in min 


TT Tenn m ttt is Hber artt renti P ern 


PERSONAL . 

AN INTERNATIONAL MARRIAGE. A charmin: 
Japanese office lady in her 30s is looking for 
single, superior American businessman or profes 
Respectable, reliable man & aged from 46 to 58 
Please send resume, self-introduetion with photo 
to Room 308, 3-2-21, Komazawa, Setagaya-kü F 
Tokyo 154, or call 424-8070, night. Want serious. 
intereourse, f S 


€ MORE brand names, this, phis 
blurb, from Seoul, from a packet of 
stationery, named after the ROTAN na 
tional flower: | 
Morning Glory — 
Brand of Reliability ! 

A Society where consumers can buy this is 

P the basic philosophy of us. goods with ease 


and reliability Morning Glory means the glory 


of morning and this brand name has been 


lj born in the hope to become a worldwide brand 


Trust that this brand will be respected by 


| people the world over as the brand of quality 


products of Korea. 


ey RESPECT for the flag? Depends on 


which one, herr, Henry Steiner p ; 


Parity Tius 


e THIS is the last pot pourri from thi 
Traveller for a few weeks (holiday). E 
the meantime, various other barefoot r 


_ porters have kindly agreed to bemy gue 















By Tai Ming Cheung in Peking 
"he People's Liberation Armv's 
training system has undergone a 
Major reorganisation in recent months 
as part of a continuing drive to modern- 
se the Chinese armed forces. From 
ourses for. generals to the training of 
ew recruits, substantial reforms have 
. taken place in an effort tc bring opera- 
tional practices into line with modern 
oncepts. 


was not readily apparent until 
1970s. During the Cultural Rev- 
the armv emphasised the domi- 
ce of politics over professionalism. 

ers. were more eevee in Apel tases 


at 


he £i he Seer in the 1979 
-Vietnamese conflict revealed the 
$ abysmal state of preparedness, 
virtual 
d operations and poor leadership 


ing. On several occasions Chinese 
es engaged against ezch other fol- 
ing failures in planning, coordina- 
, command and communications. 

Aodernising the training process is 












_has once a again become a burning po- 


ime the majority of the country’s oppo 
ition parties have reached a consensus 


ernment. The récent formation ofa new 






devolution of power. 





ce, the Movement for Restoration 





] last year's parliamentary. elections, 
reed that it would work to give great- 





eguards against unwarranted medcl 
py the central government. 






e need for change in the training 


commanders clearly displayed the | 
| inadequacy in a modem combat 


& question of a e eutonomy 


issue in Pakistan. For the first 


on. substantial. decentralisation in gow- 


leftwing party will also increase de- | 
mands by ethnic minorities for greater d 






: In June the major opposit on sa 1 











e PLA streamlines its system of training 


fa bere eere rne tara ere lerra nma a paa Net ii t tne td tte ty n nan Pi tN ac eta dtr tnt rth naman rr kein 


non-existence of coordi- | 











‘regarded as à | major. pou of the PLA's 
overal! reform drive. Speaking at the 


| tion : ard training," he said. 


of the comriand appartus. Although 
mainly: responsible. for implementing, 


it succeed,” the diplomat observed. 
.. The Central Military Commission's - 


 Cialised military academies was an- 


focus on schools for training command- 





end of May, Yang Dezhi, chief of the 
general staff. stated that a main goal of 
military modernisation. is to train "a 
large number of a new type of qualified 
people of all-round-development who 
it the needs of modern war.” To 
is, "it is necessary to reform educa- 










One of the prime movers. for a re- 
juvenated training establishment is Hu 
Changfa, the new chief of the training 
department. A diplomat said Hu is one 
of the “brigater, more energetic and 
out-going” officers of the top echelons 


rather than initiating, decisions, he has 
a “significant personal role in the train- 
ing reforms and will do his best to make 


decision to restructure the PLA’s spe- 


nounced in mid-June. The reform will 


ers from the rank of platoon leader up, 
as well as mi! litary teachers, economists 
and int formation engineers, in an effort 








' areas: communications, defence, 
eign affairs and the issuing o? cur- 





. rency. It called for the other aspects of. 
| government to be handled by the pro- 
| Vinces. 

Democracy (MRD), which boycot- 


The only major opposition party not 


i involved in the demand for devolution 
| was the fundamentalist Jamaat-e 
power to the provinces and provide | 


-[s- 
lami. Observers were surprised that 


| among those which reached the consen- 
he | sus was Benazir Bhutto’ s Pakistan Peo- 
D said that the centra! government b. v | , 


maad is the full restorat ion of. 



















aleejo: consensus on devolution. 


ular pi | | 
said. These clficers pr vide 


| 





expertise and experience - or an army " 
that is largely conscript. The expanded . | 
specialised academies will train around , 
10,000 such officers e every year. | 
One of the most sig: nificant features | 
in this process is the attempt to ease the |. 
rigid compartmentalisation within the | | 
PLA. The PLA’s structure is divided. ` 
into vertical comparti ents, such as 
military, political. asr stical, while. 
most modern armed forces have a much 
more integrated service structure. 
Despite previous efforts to vary as 
signments following mid-career train- 
ing, officers are still generally assigned 
to a unit within ene of these three de- 
partments for their entire careers, while f 
their Western counterparts are rouet 
tinely rotated after two or more years. | 












































, potential side-effect o? de-compart- _ 
mentalisation is a weakening inthe [+ 
influence of the political departme \/ 
within the PLA, which at present E 
“wields immense authority and dd 
ence," an analyst said. Increasing trdns- 
fers of officers among posts, including 
the political department, will reduce in- | 
dividual officers’ allegiance and roots to | 
any one part of the army. One analyst | 
sees these reforms as specifically de- . 
signed in part to "break down the au- | 
thority of the political department." 
A new senior training and research | 
institute, the National D ence Univer- | 
sity (NBO): was set up. in mid-De- | 
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the 1973 constitution, framed by 

nazir's father, the late prime minister 
Zulfikar Ah Bhutto. However, the 
MRD's new agreement makes it cleq 
| that the 1973 constitution will have to be 
| amended in the light of this consensug,. 
the PPP came bacx to pewer. Despite its 
overwhelming popularity, the fact that 
the PPP has conceded: the ng 
greater provincial autonomy 
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the importance of the iss 
to political observ 
The sense 



















































e led among vari- 
ding a national 
meen a scientific 







iti in- 
higher s stati 
rds of instruction. A single institute 
ill also erode departmen- 
X2! and career compart- 
mentalisation Which the 
previous separate institu- 
T ons tended to preserve. 
| The NDU was followed 
yat tay by the creation of a 
Wc centre for training 
tombined army ‘groups. 
Suck forces are integral 
part of the make- -up of 
modern armies but were 
only phased into the PLA 
at the beginning of this 
year. Previously, PLA 
training was modelled on 





























individual arms and ser- 
vices. Combined forma- 
tions allow air compo- 
nents, infantry, mechanis- 


a in SŘ 


Pakistan" s ethnic minorities was aggra- 
vated after martial law was imposed in 
1977. In Sindh, the crushing of the 
MRD-led civil-disobedience movem 
i 3, leaving hundreds dead, fu 
Sindhi nationalism. In the North-We 
Frontier Province (NWFP) and 
pee the D of Dea 3 | 
































i s n during i 1973- 
jd the "hanging later of many  Baluch 


m. 


Weller, provincially based par- 
ties in the MRD are jubilant at their 
cess in finally persuading the larger. 
y ional parties of the need for n 
\ Avincial autonomy. However, et AS 

onalism poses as much of a threat to 
; nationally popular opposition par- 
like the PPP, as it does to the gov- 
T ment. "We have daid the basis for 

















: of the Sindh-t A 
pt (PM) told the REVIEW 
> some parties 
g to implement this. 
come to powers but 


agre 
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| Air Force 


*Trains corps commander levet officers and upwards. 


Ss all iis | 


[like the PPP] 


tics services. 
each other in an integrated 





alongside 
(orn 


tary region is modelled in part on a simi- 
lar US Army facility at Fort Irwin. “The 
Chinese visit foreign military establish- 
ments, note down the best ideas and 
adopt them after discussion upon re- 
turn," an analyst said. 


the pec reintroduction of ranks 


level. At present, soldiers who would be 


Central Military 
Commission 


Armour Navy 


"Artillery 


they have made a commitment on paper 
to provincial autonomy and we can take 
them up on it." 
The autonomy issue is also the main 
T ew leftwing political 
Na t Party 
















Pyemocratic Party of l 
which has den 2 
Pathans of the N ye he ME 
main a part olit 
ue birth the ANP i 1S RCM the 


most important initiative taken by the 


than 15 years. In the 1950s- 
Left in more Bi im Pi rty, led by 


60s, the National À 
Baluch and Pathan nation: 
main leftwing platiorm in 
In the mid- dao: z 

lintered by the St / 
| and later a number of the 
ly to be 
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1970s. Since the 
-ment has been bo 
ashes and f 







io operate 


The new centre in the Nanjing mili- 


Tis reforms will pave the way fór 


low Pa a Dod disthicHon of Tanks at | 
the non-commissioned officer (NCO) 






one d Artillery " Engineer | 
Academy Academy Academy Academy. Academy ; 
(Nuclear) 





e Hammer ett 





te Junejo government is, 
s tempting 


men. 
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_ effective leftwing critique of the polick 


-ing of the 
| army has always been . 
| cate of a strong centre and will clearly- 


| IS devolved. 










year later b. ihe abolition of y^ 
ranks, which allegedly had contribut 
to class divisions between officers. 








Additionally, a systematic and cen 
tralised training system for teachin 
new army recruits was set up in late 
March. Recruits were previously poste 
straight into units where they receives 
basic training, which meant each uni 
duplicated teaching tasks performe 
also by other units. In many instance 
the training programme. 

was repeated as each new 

batch came in, so some 

soldiers underwent: the 

same training more than. 

once. The new system fol 

lows the practice of othe 

armed forces of havin 

separate and centralise 

training schools for its nev 

recruits. | 

Incoming trainees. wi 

be assigned to training regi 

ments for basic courses 

| lasting from four to six 
j| months. Each training regi- 
ment is assigned to one of 
the 36 group armies that. 
form that main fighting. 
bulk of the PLA n 









my 





will from now on make it possible for 
these groups to operate on a national 
scale. The ANP could also provide a 











of the PPP within the folds of the MRD, 
as well as boost the autonomy demand 
by the smaller provinces. The ANP w 
recognise five separate nationalities i 
Pakistan: Punjabi, Pathan, Baluch, Sin 
dài and Saraiki. "If more nationalities 
insist On separate recognition, they wi 
also be acknowledged,” said Sarde 
Snaukat Ali, con the A 






































lass Win RN r 

The eve due uf Prime Minister 5 
Mohammad Khan Junejo is unlikely to 
grant the demands for provincial: au- 
tonomy which will involve the. amend- 
constitution. Moreover, the 
the main advo- 











not allow power to be devolved. The. 
however, at- 
to placate the smaller 
nationalities by economic development 
programmes, especially in the least- de- 
veloped areas. The success of such pro- 
grammes remains questionable, asserts 


to. ye c 


the opposition, until real political power 































By Emily Lau in London 


he Hongkong Government's 1987 
| review of the political system is am- 
cely to address some of the fundamen- 
is es at the heart of the administra- 

















| the Executive Council (Exco). the 
ghest po icymaking body. The review 


Pi Usa LOREM on ee elec» 










ent of the less powerful pes 
















rnment. 
The 1987 review is widely sc seen asthe 
st British attempt to influence political 
opments in. Hongkong i in the rün- 
9 1997, when the ter: "itory becomes 
ecial administrative region (SAR) 
hina. In 1990, the mini-c constituti 
























down the structure of the government. 
7 In the past few months, British cffi- 
ial s have cole their Chinese. counter- 


d in the 1984 white paper. The British 
€ was in response to articles in pro- 
x publications which called on the 
in | MOvernmene to postpone 
y _ th e Basic Law ds 








HW se to Be Ed t y what wil: be 
ea ciel in | the atto Peli 














desde. | 

. The British do not w 
| that the Chinese have a^ 
;, review and stress that th 
not asked for it. Howev 
out that in drafting the 1€ 
. Hongkong Government must be; 
mind what the Chinese want. L ikewise 
. London expects Peking to take into con- 
| sideration British views when drafting 

the Basic Law. 

= But it is understood that other Issues 
raised in the 1984 g green paper — a con- 
sultative document —on representative 
“government which dealt with Exco, are 
rei to be addressed in the 1987 
. These included a proposal that 
e D of appoin:ed "unofficial 
on-civil servant) Exco members 
Ould be replaced progressively by 
"mbers elected by Legco unofficials. 
other i issue unlikety to o appear in the 










































the formation and powers j-n 


e ie vtt gto). a Is on an 


review in 1 its “1984 Pare paper om 
development of repr esentative- 


cd out p rust deal with issues em. 


manina 


L ndamentals of Hongkong Government willbe left alone 


| given more power and authority to con- 
| trol and supervise government policies 
ane pe yaa 

te feeling in London is that a 
i system represents an enorm- 
radical" departure from the 
Stem. of rule i civil s se Me 










S ADONIS Exco id 
presides over Exco 
presi ident of Legco. The feeling in 

hat only the least important 
ve Legeo president would be re- 
ed in | 1987. The others raise impor- 
1 constitutional questions and any at- 





I egeo em ti s. 
andi is 











T rare heen br a newer AM HP MA 


mulgated by Peking a will ay "n gre 


Lu: alarming comments. 





tempt to ti: nker with 
| Briain ime direc 
: China. 


Rem migh 
forifrontat non 





he green paper also floated the Idea 

Of remos "ng some of the governor's 

| powers such as the right to put issues be- 
fore Exco and to ignore Exco advice. 
and suggested that the future governor 
might be elected by Exco and L egco un- 
officie Is. These ideas have € since been 


jettisoned in. the face Of perceived 
Chinese opposition, 

Last morth the secret 
the Hongk ong 
fice uader 


ary-general of 
and Macau Affairs Of- 
tye Chinese State Có uncil, 
Lu Ping g. Said a ministerial system would 


| be in breach of the Sino- British joint 


declar ation, 


which sti Julates ; 
SAR Aud pulates that. the 


of executive, Chosen either by 
: ültation, will nominate 
officials a and they will E 
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; ihe. executive autho aties, | 
he need not be accountable to the. legis- 
lature. The British. are surprised and - 
alarmed by Lu's commients. 

Chinese officials welcome the British 
initiative in opening. a dialogue on the 
1987 review. Both sides stress timing 1s 
crucial in ensuring ithat the review 
dovetails with the Basic Law. The Bri-- 
tish say since thezlMengkong Govern- 
ment and the Basic Law dyafters have 
both pledged to listen to the people pf . 
Hongkong, they. should come up wi 
similar findings; “Chinese — offici 
sources say sincet he five E Basic Law sub 
groups will give their preliminary re 
ports in 1987, the year of the politica 
review, the Hongkong Governmer 
should take those reports into consider- 
ation when drafting the: white paper on 
political developments. : 

On the contentious issue of direct 
elections, while Chinese officials sh 
given the impression that they are prt] 
pared to accept some elements of d iyect 
election m.the legislature, the 
feeling here is that the Chinese 
would not want to see it intro- 
duced without Peking's official 
blessing in the Basic Law. There- 
fore, the impression is that tlie 
Hongkong Government will in- 
troduce direct election in 1988 
only if the relevantBasic Law sub- 
group gives the «green light: in 
1987. | "ac x 
During the fourth. roünd af 
meetings of the Sino-British Joint 
Liaison Group (JLG), a diploma- 
tic body set up to implement the 
joint declaration, held here from 
22-25 July, it is understood +that 
the British side had used thieocca- 
sion to talk to the Chinese infor- 
mally about the controversy sur- 
rounding a phfase in the joint de- 
claration which stipulates that] 
SAR executive authorities sha, 
be accountable to the legis 

The British sav there was né 

-side agreement" with the Chineésg 

| the woga ntable and stress acc 

adel " oncept descril 
she legi 


gi 
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Mity is a brow 
relationship betwem 
the executive and has VA 
tations. It appears that to | 
accountability only appli AU OQ py 
Servants and not applies o Nu "ee 
Exco. The British tried d to explain’? A 
| Chinese that the executive body e d 
| countable to I Speo. -— Ju» d 
| They also pointed out to the Chin! 

that since the structure of the SAR of 
ernment will be different from the pre 
| sent colonial administration. the "con 
cept of accountability. will also. have tq 
be taken in a different way. | 
The fourth round à 
was hailed by bota ide 
in Sino- British 
smooth tr 















































































issue for the Muslim Leag 
was geared to antagonise the Muslim 
League and foreclo 
its alliance with thé 
mediate future. 
This was followed by a a | purge within 
the state party apparatus. EMS made a 
e special target of the rebel leader M. V. 
Raghavan, whocis:perhaps the most 
charismatic leader. ofthe state unit. 
Long before he was:expelled, the 
arty's official ongans began an open de- 
fyeion “the erro eof M. V. Ragha- 
y^ with senior national leaders tak- 
g part in theoattacks., This was fol- 
wed by disdtiésions at village-level 
eetings of party workers. Then began 
carefully controlled:procedure of os- 
tracisation. Amy party; member seen 
king to Raghavan:was to have been 
promptly admonished; Anyone offering. 
-a cup of tea to-Raghavan was to have. 
been suspended from the party. An en- 
tire lócal committee m a north Malabar 
(was disbanded because it had 
ch: with Raghavan. Then, in late 
e, the Kerala state party committee 
in Trivandrum, with EMS and two 
*y;politburo. members present and 
formally expelled. 






























the Malabar Express 
"Trivandrum reached 
| y station carrying two - 
. important p ers: in a rear compart- 
| ment of the frain was the expelled Rag- 
. havan and at the front end was politburo 
member Balanandan. Two different 
crowds of party workers were at the sta- 
tion to receive the two leaders and to 
'show who is loyal to whom. Balanandan 
drove straight to the the local party of- 
fice, perhaps the only place under the 
control of loyalists in the town; Ragh: 
“im went to the snake farm, loca 
‘his native village, which he ran for 
party for over two decades. 

The CPI-M leadership is confident 
"at Samaran s ekpulsion will not lead 
another sph he party. In the past, 
Caper: fa xpelled leaders far more 
dor than: Raghavan. "No leader is 
ater than the party,” said EMS. All 
e.who were expelled merely went 
D dp obliviot and. 
ge CPI-M is 


train 
Cannanore 


ae ni ae 
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(Sikh rictims of a Hindu backlash. 


mr ru rm i eri IH ree m gue ansam ea et n nee e 
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This move IN 


By Salamat Ali in New Delhi 


he Indian Government, which in re- 

cent weeks has been claiming steady 
successes against Sikh terrorism, has re- 
ceived a severe jolt. In one fell swoop, 
Sikh terrorists have pushed the entire 
region from Delhi through Haryana and 
Himachal Pradesh to Punjab in the grip 
of Hindu-Sikh communal tension, un- 
precedented since the November 1984 
riots in the wake of prime minister In- 
dira Gandhi's murder by her Sikh 
guards. 

.. On 25 July, four Sikh gunmen am- 
bushed a bus near the town of Muktsar 
in Punjab and ordered the women, 
children and Sikhs among the passen- 
gers to clear out. The remaining 21 
Hindu passengers were shot, of whom 
15 died on the spot and six were aban- 
doned for dead. The terrorists then 


> 
'E ur tractor and es- 


| two armed Sikh | 
ace masks held 


The violence in Punjab heightens communal tensions 


















| not resulted in the arrest of a single 
| known terrorist, and that the police had 
; merely rounded up some herdsmen and 
| beaten up innocent villagers. 


Mary vegen emaureneulin dieses tirer te 


odar, a town in 


dian capital had to be put under curfew. | 


pur and Ferozpur. 


anti-Sikh riots broke out in Delhi leav- | 
ing five dead. Several areas of the In- | 


Reports of angry mobs in Himachal 
Pradesh roughing up Sikh bus passen- 
gers began spreading. 

As a result, New Delhi put all the 
state governments on alert and asked 
them to call in troops wherever neces- . 
sary. In the capital, the army was called | 
in to stage flag marches in areas the |: 
police considered tense. And schools | 
and colleges in Delhi remained closed | 
on 28 July. The extensive preventive 
measures in Delhi and Punjab highlight 
the authorities’ apprehensions. : 

However, a few days before the re- | 
cent upsurge of violence, the police - 
chief of Punjab had confidently asserted . 
that hardcore Sikh terrorists in the state - 
numbered a mere 37. He further 
claimed that nine of these had been kill- - 
ed or arrested since the launching of 
Operation Mand in mid-July. Opera- | 
tion Mand involved police. and 
paramilitary forces using helicopters. 
and small boats to comb the swamps in. 
the Mand area spanning three districts | 
bordering Pakistan: Amritsar, Gurdas- 


However, some leaders including | 
Punjab's revenue minister Major Singh | 
Uboke have dubbed Operation Mand | 
as Operation Fraud, claiming that it had 


- The continuing violence in Punjab 
has added to the growing clamour for 
the dismissal of the Akali Dal govern- 
ment in the state. The opposition - 
Bharativa Janata Party, a predomin- 
antly pro-Hindu group, has called foran 
army crackdown in the state and the 
publication of a white paper on Pakis- 
tan's alleged involvement in Sikh ter- 
rorism. | 

Home Minister Buta Singh told par- 
liament on 22 July that Pakistani Presi- | 
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.By Shim Jae Hoon in Jakarta 


nine months away, 
United Development Party of In- 
donesia, the largest ' “opposition” group 
in the sinzle-chamber House of Repre- 
.| ;Sentatives, is again riven by a chronic in- 
ternal feud. While dissidents inside the 
= PPP — as the group is locally known 
after its vernacular acronym —- are call- 
ng for an extraordinary Party congress 
o seek the ouster of John Naro, its gen- 
‘ral secretary, Sudarji, Naro’s chief op- 
'onent, looks almost certain to be crop- 
ed from the list of the PPP's candidate 
oster for the general election in April 
next vear and thus lose his current par- 
liamentary seat. 
zA host of complicated factors — in- 
luding the government- imposed estab- 
iment of the party through à merger 
1973 under President Suharto's S Sro- 
ramme of "simplification" of political 
roups — account for its longstanding 
ional d'sputes. Althcugh Naro led it 
rough the last two general elections in 
1977 and 1982, the PPP essentially re- 
mains a loose coalition of four Maus- 
lim-based groups active in the early 
















VIETNAM 


A star in the 





By Nayan Chanda in Washington 


|ithough Truong Chinh, 79, until 
"A recently the No. 2 leader in Viet- 
nam's politburo, has succeeded the late 
Le Duan in his post of Vietnamese 
Communist Party (VCP) general secret- 
ary, there are indications that Nguyen 
Van Linh is emerging as a key leader 

Analysts believe that if the present 
trend persists, the reform-minded Linh 
could be elected general secretary at 


W ith a parliamentary election just. 
the Muslim 
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phase of Suharto’s New Order regime. 
Its biggest component, Nahdatul 
Ulama (MU), an organisation led by 


conservative Muslim scholars mainly 





active in Java, has 58 MPs. Naro leads 


the second- largest faction, Muslimin, a 


body of modernist intellectuals with 24 i 
challenger |. 


legislators, Ironically. 
Sudarji comes not from NU but from 
Naro's own Muslimin group. The others 
are Syarikat Islam, with 10 MPs, and 


Pert, represented by two — oringing 


PPP's total seats to 94 in the 460- 
member parliament. 
Since the party's August 1984 na- 


tional congress — the first to be held in | 


the partys history — when Naro 
touched off another controversy by fill- 
ing key party positions with his own 


men. confrontation with Sudarji, who | 
leads the PPP parliamentary wing, has | 


become mere intense. While Nero con- 
trols the party's central decision-making 
meckanism, including the 
choose candidates for election, Suda rji, 
one of nine central committee mem- 
bers, has periodically mounted offen- 


sives ‘rom his bastion inside parliament. 
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Nguyen Van Linh may become party leader before the year is out 






party central committee. The 10- 
member secretariat — composed of 
four polithuro members, incl&ding 
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Naro: backed by Suharto. 
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| has sharpened the edge of this long-fi 
| tering feud, especially after Naro to. 


| back to the politburo in June 1985 
| Without waiting for a party congress 
: (REVIEW, 10 Apr. ). 
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The latest manoeu vre to unseat Naro 
















control of abcut 60% of the PP 
nationwide network, effectively isofa 
ing Sudarj anc a motley group of 20 
supporters in and outside the parlia- 





| ment. 
right to | 


or the moment, it looks as if Sudarji | 
has.no cinco c of breaking up this | 
status quo. cure after the meeting of | 
leaders from PFP's 27 provincial chap- 


had proved his ability by bringing about 
a significant economic turnaround in 
the south in his capacity as secretary of 
the Ho Chi Minh City party committee. 
In an unusual move, Linh was brought 







Western analvsts note that, since th 
end of 1985, the Vietrgimese media have 
followed Linh's grotang stature. n 
just as a leader in Ho Chi MWh City b. 
as a national leader. In December Pd 
he presided over a national-level ct 
ference; in February he led a Vietna 
ese dolaemi to Cuba to attent 
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mise to bury the hatchet and present ^b 
Ó di »up: | lity in the face of the coming electoral | t 
i upon. In fact à a few di ave al- | campaigns. ' ‘In politics, as in sports, you] 
ready asked for governm iid "Vel i must respect the rules of the game," | fu 
iron o hoe E piod Rosyadi, the 70-year-old chair- th 
i man of the PPP candidate, selection Lole like 
x board, told the REVIEW; . x that the 
In- 1 - Nor are party leaders: wortied about ! 
the | the consequences flowing from their ac- pe I 
i | ton cce Sudarj. He's not à | 
can inside said, referring t 


fering. alternative means. «that of the) the. chai 

Y y The PPP | is Gol- ` pres nt owe’ was capable of i 
kar S sna ing pai | | mg peo le. But. perhaps mor 
language. newspaper Jakarta Post put it tantiy. Suhartc y backs. 
 Forexample, the PPP has Recemily? ‘en |: 
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ince Minister Enrile' 
4 odney Tasker in Manila 


. W club said she was dedicating her next 
number to Defence Minister Juan 
Ponce Enrile. She then launched into án 

old rock number, Johnny Be Good. The 
poignant, cheeky message — delivered 


| during the days of ousted president Fer- 
dinand Marcos — was not lost on an au- 
dience who, along with most other polit- 
ically aware Filipinos in Manila, must 
| have been following 'Johnny' Enrile's 
_ political progress with baited breath. 
: Only a few vears ago, when Enrile 
4 was Marcos’ feared martial-law en- 
| forcer and ja:ler of the presidents oppo- 
| nents, the singer would have thought 
|. twice about making such a joke. Times 
: have changed since Marccs flight after 
| a four-day military-backed "people's" 
j revolt in February, but has Enrile 
| changed with the times? 

One thing political observers here 
tend to agree on is that the enduring de- 
fence minister has not bv any means 
abandoned his ambition to become pre- 
sident. They sav he might well try to 
achieve this goal on the back of a newly 
| politicised military whose growing sup- 
| port for Enrile is matched only by its 
suspicions of more liberal members of 
-President Corazon Aquino's cabinet. 
Hardly a day goes by without the 62- 
: year-old Enrile making headlines in the 
. Manila press. He adheres to a rigorous 


least one speaking engagement a day, 


‘bly to project the new government, but 
,also gaining personal political mileage 
in the process. 

A strongman subordinate in power 
oniy to Marcos and his wife Imelda dur- 
ing the eight-year martial-law period, 
Enrile's clout diminished greatly as his 
rival, Gen. Fabian Ver, stamped his au- 
thority on the military establishment 
ind influence over Marcos from 1981- 
6. Then came the February revolt 
vhen Enrile, with chief of staff Gen 













"he female singer in a Manila night- 


in a club known as an opposition haunt 


-schedule which normally includes at |BÉ 





and trips around the country — ostensi- | 
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| of power causes concern 


ity in the military and with the US, have 
led to the widespread impression that he 
is distancing himself from the Aquino 
government — perhaps with the inten- 
tion of clearing the ground for his own 
putsch. Insiders say the minister came 
under attack from several of his col- 
leagues — including. powerful Execu- 
tive Secretary Joker Arroyo and Ag- 
riculture Minister Ramon Mitra — at a 
| cabinet meeting following the Manila 
Hotel incident over the military’s in- | 
volvement in the attempted coup, to | 
which Enrile responded angrily. 

The defence minister has since step- 
ped up his anti-communist agitation, 
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ayno. Tolentino’s move 
to declare ‘himself acting president was 
comparativel¥ Harmless, he said; but 
“why was Sisom released, despite the 
fact that he led'a- movément that is try- 
ing to destroy óuf society?” 

That remárk'woüulc have bolstered 
his support amonga military which al- 
ready feels itis being restrained by the 
government and humár:rights groups in 
its campaign against the NPA. On thg 
same Occasion, "Efirile ^ unequivoc: 
urged that the US be aBóweN to keep i 
military bases ithe Philippines beyon 
the current deadline ‘af 1991, despit 
Aquino’s decision to put the issue to a 
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cabinet membets? particulgrly 
Arroyo, a$'commiihist), buf the 
more professional constitu- 
tionalists. among the military 
leadership, led ‘by Ramos, 
would probably throw ‘their 
weight behind herif it came to a 
crunch. NL ad ER 
"Enrile may" be carried 
away by the advice of some 
of his close group im the mili- 
tary, who may Be' doing it for 
selfish reasons," one senior 
military source said, adding: 
“I hope he doesn’t miscalcu- 
late." i | 
Some of the more profes- 
sional officers in the military" 
leadership were disturbed by | 
Enrile's hasty decision to par 
don those officers who took 
part in Toleftino's hamfist: 
attempt to tàaKeWwrwer.: In 
military establishmehte--*has 
. who err should expect to be dy 
ciplined, they reason Enrile 
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gation in the US.is in no way a “snub, 

| however. The reasoning is that if he, as 

the perennial, chief negotiator.on the US 

| bases, remains, in. Manila it. will get 

Aquino off the: ‘hook if;she is asked sen- 

| sitive questions about the bases during 

| hervisit. She can.cefer such questions to 

| | the. minister, who.will not be with her. 

L Another, more, significant, reason for 

ynrile to stay: ,Bemind | in. Manila while 

Aquino iv away is.that it will afford an 

opportunity. for: Enrile.to prove he can 
be trusted in her absence. 









l^ a flourish; of loyalty, Enrile announc- 
ed on.2 25 July. that-he and the entire 
armed forces. would hold simultaneous 
ceremonies: throughout the country on 
. 28 July to pledge allegiance to Aquino's 

"Freedom Constitution." The move, he 

said, would remove "all this seeming 
Ustrust about the.military." However, 
espite taking the oath the officers, 
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| politicians who.had refused to do so in 
| exshange for.a presidential offer of cle- 
| mency, were officially charged with re- 
| bellion on 28 July. (See regional BRIEF- 
| ING page 8.) ` 
|, The ceremonies probably also 
|. helped to enhance the armed forces 
| new-found popularity among the peo- 
|; ple;since the. February revolt. Ramos 
| has been pushing various programmes 
| to-exploit and increase the military’s 
newly perceived role as the guardians of 
f the people, rather than as protectors of 
Marcos, his family and cronies. 
| Ihe title. of "New Armed Forces of 
| the Philippines" spawned by the Feb- 
| ruary revolt was due to be dropped by 
ow, but Ramos has insisted that it be 


retained — reportedly over Aquino’s - 


objections. He has ordered his men to |. 
s wear their uniforms more, to ensure | 













continued alertiess in a politically fluid 
ituation "T its psychological bene- 

uw he Nas launched a citizens cam- 
c ign among his forces targeting on 
curity, development and national re- 





gering pride ir in tha 
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AIFE 86. Australia's biggest 
international trade-only food and 
drink exhibition. 

Your chance to see the people 
and products of 200 Australian and 
international companies, under one 
roof, in just four working days. 

For food service buyers, 
exhibits range from exclusive 
specialty foods for restaurateurs 
through to portion control packs for 
mass catering. 

Retail buyers can assess the 
sales potential of hundreds of 
products in one cost-effective visit 

lo whet your appetite, here 
are just some of the Australian and 
international products you'll be 





















seeing at AIFE 86; 

A Bakery products A specially — 
foods A fast foods A drinks — alcoholic 
and non-alcoholic & portion control 
packs & canned and frozen foods 
á dairy products & meat and poultry 
A Seafoods A Salon Culinaire. 

So, if you d like to see a year's 
worth of food and drinks, and still 
have 361 days to spare, join us at 
AIFE 86. 

Royal Exhibition Building, 
Melbourne. 22-25 September: 
Monday Wednesday Thursday 
Dam-6pm; Tuesday l0am-&pm. 

For further information contact 
tne organisers, Australian Exhibition 
Services Ply Ltd, on (03) 2674500. 








I somehow seems fitting that South Ko- 
rean politics should come under the 
marked influence of the passage of the 
seasons. Winters of tactical planning, 
light engagement and pre- emptive 
Strikes are usually followed by rowdy 
spring months, when near-dormant po- 
litical passions seem aroused by the 
steadily warming weather, rising to a 
fever-pitch in May and early June be- 
fore falling away in the enervating 
months of summer rain and heat. 

Come the first breath of autumn, the 
tempo quickens again. The baleful 
Greek chorus of student demonstrators- 
cum-rioters assembles on campus m 
early September and usually P 
"events along to another crescendo 








deep winter disperses the crowd, dash- 


^ spring. 

By this seasonal clock, politics are 
now enjoying their annual summer clo- 
sure. and this affords a good opporta- 
nity to look back at the events of the 
past seven months, 
shifts occurred in both government ard 
















seeds towards a 
rangeover in 1988. 
The year began in classic pre-emp- 


werrisome 


sition leaders, at which Chun an- 
revision, The meeting deter- 
uned that whereas previously Chun 


had not been prepared to allow public 


power in 1958, he then offered a chan- 
nel of debate within the national assert- 
bly, accompanied by a firm, commit- 
ent from himself and his Democratie 
tice Party (DJP) to actual constitu- 
val revision in 1989, but not before 


na country with a deeply rural past, it. 
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 Movember before the final onset of 


ing momentum and forcirg all seekers | 
|. of change to begin again the following | 


when significant 


sition attitudes as the country pro- | 
power i 


unced an altered agenda on constitu | 
Chun: retaining the initiative. 














fashion with President Chun Doo l 
Hwan's 24 February meeting with oppo- — 






w through South Korea 


leaders on 30 April, he conceded the 
possibi ity of constitutional revision be- 
fore 1938, provided that the major par- 
ties could agree on terms. 


groundrules for the run- up to the 1987 
presidential eiection and has legitimised 
a wide area of previoustv suppressed po- 
htical cebate. his moves do not neces- 


| sarily represent concessions of sub 
| stance. He hos only conceded the obvi- 
| ous political fact of life that neither he 


nor the DIP has the coat-tails to install a 
successor in che Blue House and that 
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debate on the issue until he achieves his | 
stated aim of a peaceful transfer of - 


whoever succeeds him ai have 7o es- 
tablish his own mandate in his own wav. 

Moreover. Chun has ke pt the i mi t 
tive on this issue. He dist r 
timing in calling the 24 d 
ing, some two week 
ruary formal launch! 
pesitioa New Kore, 
(NKDP) and its as: 


Although Chun has establishec new 





worn a trifle this with time, but it has | 
determined the character of the current 
government-opposition modus vivendi. 
Tt is a limited agreement born of the rec- 
ognition of vulnerability in both camps. 

For the opposition Š part, it cannot 
pursue any realistic end in the face of 
determined government pressure — 
and in the absence of widespread popu- 
lar support, For the government's part, 
it cannot in the longeeerm deal effeg 
tively with mass acts of petty defiang | 
through the signature campaign, nor 

can it service its intérmaticnal image in 
the lead-up to the 1988 Seoul Olympics 
by conunuing to adobot' a hard line 
against such a basic form ef democratic 
activity as petitioning. 

The NKDP's reaction te Chun's Feb- 
ruary offer was enaracteristically slow. 
A fortnight's debate among party fac- 
tions was required before an initial | 
stance of simple rejection was an--' 
nounced in early Marca, accompanie 
by a repetition of its long-standing de- 
mand that the government commit its 
to a direct presidential vote in 197. 
What the NKDP has not been prepared 
to admit is that it did not just listen to 
Chun but contributed something of its 
own bv accepting a proposal to set up a 

national assembly ad hee committee on | 
a issues and, most impor- | 
tantly, deciding tc back offasteportwo | 
in Hs signature campaign. Thus it has 
symbolised the weakness of the NKDP 
in that it has been forced to foreswear 
Seoul as the main theatre for political 
action with subsequent loss of momen- 
tum for the signature cemparen. 

































he national assembly avenue of de- | 

bate got under way in a special 20-dae—, 
sitting in March-April, during which , 
negotiations continued on the terms of 
reference for a formal Committee on 
Constitutional Reform (CCR). Evi 
dently, the NKDP prefato see wha 
the peak months of Apli ™ | 
would bring, for the talks made no pre 
gress in the face of NK DP preconditid 
relating to pn releases and specif 
Boris o ! . Otherwise. the 
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tive engagemer : 
development that, did, not seem likely at 
the start of the year. t 
The ruling. camp i is, confident about 
its ability to prosper under these new 
terms of reference. for constitutional re- 
| form because not only did the DJP en- 
dorse Chun's imove. at its March 
| plenum, but it also bound all prospec- 
tive 1987 presidential candidates to it. It 
is hard to see how, the: DJP could back 
ay from suckqwynequivocal public 
i dertakings . without .disowning its 
adership! Nevertheless, it has become 
elear that the DJP has paid a price in 
‘opening a potentially serious rift be- 
tween itself and. the; militarv, where 
some elements,.display. a barely con- 
|, cealed hostility towards perceived DJP 
AP oftness" in.dealing with opposition. 














inevitable counterpart in the form of op- 
position. misgivings. 


there remains. a genuine 





stances in which it came to power. 


| (he NKDP experiences great diffi- | 
| culty in putting forward policies in any- |. 
| thing other.than the most general terms | 
| by reason of its deeply factionalised |] 
| structure. Hence it. usually opts for tak- | 
| ing the moral high ground, from which it | 
, simply enunciates principles or offers 
| 


pressure against the government. 
But the NKDP's 
deeper than formulating coherent re- 


the constitution. issue, 
chronically. hobbled by the contradic- 
tions of ideals and practices which have 


politics in a remarkably consistent fash- 
aa over the years, 

South Korea's post-World - War. I 

opposition parties have espoused a trad- 

| «tional Korean b M OE of populisr 

velit} i. 
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Ruling-camp confidence has had its | 
For the NKDP, | 
revulsion |: 


long. many. of its supporters at the F 
un government style and the cir- E 


problems run | 


sponses to government initiatives over | 
for it remains | 


characterised South Korean opposition - 
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It is clear that some form of — 
substantial change will take 
place in and after 1988, if only 
because the major political 
parties agree that things 


cannot remain the same. 9 — 
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By contrast. the opposition parties, 
have been umbrella parties. comprising 
ever-shifting coalitions of personality- 
based factions, 

The previous opposition parties pos- 
sessed, and the NKDP possesses, a tor- 
tuous series of internal checks and bal- 
ances to apportion power and to limi 
conflict between the factions. Since the 
| resulting arrangement is convenient to 
| the personalities concerned, they re- 
| main under one banner, but since the 
] 


source of this convenience is that the ar- 
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Anti-Chun | demonstrator: violent radical ‘elements. 


d ipee is so undemanding in terms 
|. Of party discipline and institutional loy- 
alty fundamental re- 2uEnments occur 
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iridly. 

JP conforms to past 
he major factions 
d Kim Dae Jung, 
"^u about 80% of 
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|| popular support while denying popula 
| participation. At the national level, thi 
; makes it hard for faction leaders to rall 
, and sustain supporters on policy matter 
| where these lack substance. And the. 
| temptation to define oneself and one's 
| grouping, 


is ever-present and frequently suce 
| cumbed to. 


@ straints that the NKDP will approach. | 
the forthcoming national assembly sit 
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policy issues for debate. 
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In its own wav, the NKDP is ass yal- 
low-rooted as the DJP in its demand for. 


not in terms of issues but in 
terms of personalities, and to draw hos- 
tile lines of demarcation and distinction: 


B ehind the present conflict over con- | 
sututional revision lies a 40-year | 
history of intense concentration on con- 
stitutional, legislative and procedural 
issues which has frequently been op- 
portunistic and charged with emotion 
out of all proportion to the issues in- 
volved. 

It is often said that this reflects a.i. 
growing process, but it is equally true 
that constitutional issues are congenial - 
to the Korean predilection for univer- 
salistic, moralistic thinking, while the 

concentration on legislative and pro- | 
cedural issues reflects the elitist, iso- 

lated world that most legislators, both 

government and opposition, live in, i 
It is, therefore, from within such con- 


ting and, beyond that, the 1987 presi- 
dential election. But while a freer politi- 
cal order is indeed a major axis around 
which a strong majority of South Ko- 
reans profess to order their hopes for 
the future. it has never been clear what 
this means in terms of practical politics, 
Forty years of high expectation and: 
shabby performance carried out against: 
the debilitating constraints of the con- 
stant state of war with the North have 
left their mark in the form of a hard core 
of cynicism or, at best, fatalism directed 
against politicians of all stripes. | 

It is clear that some form of substan- 
tal change will take place in and afte 
1988, if only because the major politica 
parties agree that things cannot remait 
the same. But at the same time, bot 












































By Ahmed Rashid in Karachi 

aracht has a crisis on its hands. 
NM X Pakistan's largest city and only port 
has lured hundreds of thousands of tm- 
migrants and refugees from neighbour- 
ing countries to its shores. This flood of 
immigrants has stretched — civic 
amenities to the limit, turned tne local 
Sindhi population into a minority and 
exacerbated crime and tension in the 
city. ; 
|... The latest fad among the rich in 

""Karachi is to hire Sri Lankan meids. On 
two-vear contracts, these maids earn 
Rs 800 (US$50) a month (Rs 1,000 if 
they speak English) anc are entitled to 
an air ticket home at the end of it. 
| Agents charge the women around Ks 
15,000. 

. However, there is also another kind 
of traffic in the flesh trade. In July, air- 
port officials stopped a planeload of 147 
Sri Lankan women who had been 
| brought in to be auctioned off as prosti- 
i Tutes. 
itis a bizarre sign of the times that a 
_ poor Asian country like Pakistan should 
now be in a position to expioit. the 
|^ labour of another, even poorer Asian 
country. But the political convulsions 
around Pakistan, the apparent prosper- 
ity of the country’s elite and a thriving 
black marxet and smuggling economy 


b mar, aged 13, calls it the powder of 
i dreams. He has been a heroin ad- 
. dict for three years and his mother, 
father and two brothers are also 
hooked. A friend brought him to the de- 
oxification ward of Lyari General Hos- 


Powder of dreams, 
rater from sewers 
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drugs. Social ag 





ugees, not from poverty but from poli 


tical turmoil. immediately | after the 
revolution wealthy used 
Karachi as & jumping off point to 





greener pastures in’ the. West. Some 
stayed on to do business. A much larger 
wave came through after the start of the 
Iran-Iraq war, when young men fled 
Iran to avoid conscription. There are 
also thousands of Iranian. Baluch whg 
have settled doWf^ permanently 
Karachi, many of whom areinvolved ih 
smuggling goods from the Gulf an 
smuggling foodstuffs into a hungry Iran, 
Many of the immigrants from Uganda 
and Kenya are middle-class professionals 
who have had little difficulty in making 
a hving and settling down because s 
their family ties :n Karachi, Burmese and 
Sri Lankans are the latest immigrants, | 


based on drugs and arms, make Pakis- 
tan zn attractive place for would-be im- 
migrants 

A1 present there are more than 3 mil- 
hon Afghan refugees in Pakistan, of 
which at ‘east 100,000 are living illegally 
in Karachi. Police officials admit that 
many of them are involved in drugs and 
arms smuggling. Karachi is alsc host to 
some 300,000 Bangladeshis, a floating 
Iranian population of around 200, 000. 
some 50.000 Sri Lankans, as well : 
Burmese. Biharis and other 
Asians driven out of East Af- 
rica. 

At the bottom of the so- 
cial pile. are the Bangla- 
deshis; most of them crossed 
India on toot, after the crea- 
tion of Bangladesh. Their 
first task ¿n Pakistan is to pay 
a Rs 1,000 bribe to acquire 
an icentizy card so they can 
claim to be Pakistanis. They 
are desperately poor, and 
will take any job going; m- 
dustrialists have used them 
to break local strikes, mak- 
ing them the least popular 
members of Karachi's ethni- 

cally mixed working class. 

The Iranians are ret- 
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id heroin addict. midi 


s addiction is only one o? the | | fused to let them buik 1 Porma 
| homes, so a slum developed. * 


1947, Punjabis, Biharis and Pat d 
l have also settled in ED aga and. tho) 















by a flood of 














total popul: s just 14, 000. During 
World War IL thousands of Muslims fled 
to Karachi from Caleutta because of the 
threat of a Japanese invasion. At Parti- 
tion in 1947 the ee was 436,000 
but jumped to-1.1 million by 1951 be- 


from India called Mahajirs. Karachi's 
civic crisis as well as the resentment by 
the local Sindhi population started then. 
"As Karachi was The country’s capital 
|Jubtil 1959, industries. rapidly de- 
| veloped, attracting. more labour from all 
| of Pakistan's provinces: This increased 
ethnic tension. j | 
















arachi’s 8 popu tion is estimated to 
bé well over 8 million with a 6% an- 
nual growth rate compared to 3% for 
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| Mayor Afghani her in addicts at L 







Housewives have 
if i 


tct the dealers. 
aten up foe and 





against in employment, allocation of 
KMC funds, and urban development | 
projects funded by foreign aid. They ac- 

pse the Mayor of Karachi Abdul Satter 
fghani for neglecting Lyari because of 
his close affiliations with the fundamen- 
Kalist Jamaat-e-Islami party. Lyari has 
: alvays unanimously supported the 
PAK 


he Bhutto family. 
emi yari has always had acute prob- 


i mpanga there and are pes 


causé of the huge influx of refugees | 


sai Non the Pu who often | pro- | 


residents of Lvari are discriminated 


stan People's Party (PPP) led by 


jven in the British days," Afghani | 
Ve are cooperating with the anti- 


an them out , 


| 
«|e 
| 
| 
| 
| 
| 
| 
| 
| 
| 


sition Pakistan People $ Pubs : 
self born and bred in Karachi and | ci 
blames the present government for the | 
"The flood of ref- - 
ugees has aggravated the problems of : 
the city but nothing has been done for | 
the public in the last nine years of mar- | 
Public transport has broken | 
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welcome her at the. air] 


t the 





city's deterioration. 


tial law. 
down, there is no low-cost housing. 
electricity and water are in short supply. 


You cannot blame the refugees for all | 
that," she told the REVIEW at her séa- 1 





front home in Karachi's elegant Clifton 


suburb. The Mayor. of Karachi Abdul 


Satter Afghani admitted that "the water 
shortfall in the city is 50 million gallons 
every day so of course we have water 
riots,’ 

Journalists with- Karachi’ s Herald 
magazine, who have become experts on 





























I ay? ‘Benazir Bhutto ieai 
Karachi locals say not even a dog 
was left in Lyari. Everybody went to 
rport. *Nine years 
of martial law has led to a total lack of 
accountability. That is why powerful 





people can get away with so much and | 
why the poor have to suffer the ravages | 
1 tien of self-help groups in urban areas so 


of drugs,” Bhutto said. Many of her 


closest political workers in Karachi | 
come from Lyari and they claimed that. 
the only time there was some improve- | 


ment in their living conditions was when 
overnment of Bhutto's father, the 


late Zulfikar Ali Bhutto, was in power. 


“People got jobs, water lines were - 
| improved and a programme for low cost 


housing ™ was implemented,’ said 


was hee | 


sented by 
| movement against the military regime: 
| in. 1983 left some 600 Sindhis dead 
-and that blood debt has fuelled na 
" tionalism 





"criminated against, 
‘Sindh’ s future. 


next round of refugees due to arriv 


migration is funded from abroad. A 


| ment. 


| ing in a mini-boom in the area. 


| often pushing hard drugs. 


large non-Baluch areas,” 





suing Pakistani ID. Ci a and passpo 
Everything is available at a. ‘price ; 
cluding a Pakistani passport. o c 

The long-term dangers of this ope 
house policy is the growth of a milità 
Sindhi nationalism both in and outside 
the city. Sindhis already feel that th 
are a minority in Karachi while in the 
rural hinterland, Punjabi, Pathan and. 
Mahajir settlers who have been given - 
land by the government are deeply re- 
the Sindhis. Thé violent- 














































"further. Politicians both 
from the Left and the Right in Sindh 
fear that if Sindhis continue to be dis 
ethnic viole 
could become a common feature- 














-Sindhis are already protesting at the 







These are the roughly 250,000 Bihar 
stranded in. Bangladesh for the past 14 
years. Although loyal to Pakistan dur- 
ing the 1971 war, the Pakistan Govern- 
ment refused to accept them unless the 





former British Labour Party minister. 
Lord Ennals, appears to be on the verge 
of raising the necessary US$270 millio 
If they are allowed to enter Pakist 
most will want to settle near Karac 
where Here is dee large i Bih 











ptüblems ‘and increase Sindhi HAT 


Bhutto. In the 1970s many from Lya 
were able to get jobs in the Gulf, r 










most of them are back, unemployed: an i 


Residents claim that Lyari has no 
been represented at the provincial [ 
federal level since the imposition 
martial law in 1977. “Constituency 
boundaries have been changed, leavin; 
Lyari divided between three separate 
constituencies, each of which includes. 
Ameneh 
Azam Ali, a Karachi journalist said. 

The growth of self-help committees 
in Lyari has been an unexpected 
phenomenon and the KMC and th 
police are clearly at a loss as to how to 
deal with them. Pakistan has no tradi 






















the authorities naturally view them with 
great suspicion. Officials immediate 
label them as pro-PPP organisations 
Although it is true that many in thes 
groups support the PPP, their demand: 
are strictly social and economic. Thei 
example has already spread to othe: 
slums. Self-help is here to stay. 

— Ahmed Rashi 
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By Robert Karnio: 


b broadcasting problem that dates 
| back more than 40 years may prove 
n increasing source of social and politi- 
cal concern in South Korea. 
. At issue is the American Forces 
Korea Network (AFKN), the US mili- 
ary's locally based TV and radio ser- 
ace, Its main aim is to provide informa- 
ion and entertainment Pon to 
me 62,000 US military personnel (in- 
luding 20,000 dependarts) based in the 
ountry. However, anyone living near 
e of its string of transmitters can pick 
e broadcast signals out of the aW as 
i. | 
It is this electronic spillover that is 
? cause of some disquiet, particularly. 
more South Koreans develop Eng- | 
h language skills. : 
AFKN is in fact part of a much - 
ganisation called the American 
adio and Television. Service. 


| 
} 
| 
Teday, AFKN broadcasts from its | 
Yongsan headquarters in Seoul bv | 
means of 19 TV transmitters, 16 AM | 
radio transmitters and 14 FM radio | 
transmitters. | These are scattered | 
around the count try to serve US troop | 
concentrations — and, incidentally, ad- | 
jacent communities. The link is through | 
à microwave signal-distribution system 
installed in 1983. 
"The AFKN staff totals about 150. of 
which 50 (including a 16-person news | 
department) are military broadcasters | 
who are graduates of a three-month. 


a m cr et eR ee Atlee etc 













| fence Information School at Fort Benja- | 
min, Harrison, Indiana. A further 36 
people are South. Koreans (military and 




































s and 300 “mini-TV sites” (iso- 
posts that receive videotape pack- 
s). Al are outside the continental 





f 
8 x 
i, . 425 Speed ado acd TV | «| 


















)ther countries provide their troops 
ng “overseas. with similar comtort; 














At the top of the AFRTS organisa- |l 
| pyramid sits the US assistant se Čz || 
y of d defence/public affairs. Next is | 
merican Forces Information Ser- || 
, which is based near Washington || 
d oversees policy and budget fer US - | South } Korean announcer: civilian staff. 
litary. print and electronic media. 
n comes the AFRTS Programming | 
ntre, which is based in Los Angeles | 
d handles network programming to- 5 pe 
ether with satellite feeds. f^ he policy that offends some people 

 American-controlled broadcasting | @ concerns news coverage, with the 
in South Korea dates from late 1945, [t US military drawing a fine distinction 


ome three years after the US military | between censorship (which is forbid- 
den: and “host-country. sensitivities” 


first introduced a similar service in Eng- 
(whch are considered when making 


id. Its three radic stations were shut | 
own when US troops were withdrawn. broadcasting decisions). The detailed 
1948-49, only to be revived with the |. US Department of Defence (DoD) di- 
utbreak of the Korean conflict in 3 1950. | rect.ve that governs AFRTS worldwide 
Var-time operations were mainly based | fortids censorship, propaganda and 
mobile vans due to the. p EE | mecia manipulation. Although locally 
ttlefield. produced investigative reporting and 
Tn 1954 the Seoul radio studios were editorial comment are banned, the di- 
ened. This was followed by the | rective states that *. . . overseas DoD 
iunch of TV broadcasts in 1957 and FM |. personnel are entitled to the same in- 
adio service in 1964. Colour TV wasin- | formation and entertainment program- 
ced in 1977, and in 1983 a iun ming as their fellow citizens in the Unit- 
T T 3 satellite link was Sstabueked,. ed States.” 































~ 2n 
civilan), and six are Agsffrican civilWns | 
(all but one in seniopfianagement). N 
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broadcast journalism course at the De- | 


i. 
fe 
1 
i 
| 


cessive violence of certain shows, and 
.some nationalists gramble about cul- 










mainly students, ^ 
those seeking to improve k 





and refers. J 

“country te: de x the US a am- 
bassador. It is this body that decides 
whether the item:will be. aired. 

In South Korea some: 350 program- 
mes have been referred to the country 
team since mid-1984, mainly for touch- 
ing on political issues, ‘Most appear to 
have ‘been passed -tor viewing, wit 
AFKN conceding the suppression of 
programmes over the past 16 months 
(including four so far this year, among 
them an ABC Nighilineanterview with 
South Korean opposition leader Kim 
Dae Jung). Despite that, a South Ko- 
rean journalist at a major Seoul daily, 
newspaper says the government re- 
mains displeased: and wants more items 
blocked. “AFKN has greater credibility 
than Korean broadcasters as far as dissi- 
dent activities are. concerned,” “he says , 

The American military-network hz ; 
also drawn South Korean criticism for 
its programming. Some traditionalists 
decry the looser sexual attitudes andaex- 
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tural imperialism. Such sentiments two 
years ago prompted the Korean Broad- 


casting. Commission (or KBC, whose 


role is more advisory than regulatory) to 
express polite concern. < 

AFKN's radio service operates. 24 : 
hours daily, with the Seoul studios pro- | 
ducing an average of 12 hours of pro- | 
gramming daily for the AM band and 20 
hours daily for the FM band (the other 
programming is pre-packaged in the | 
US). Six affiliated AM radio stations (in | 
Pusan, Taegu, Kunsan, Osan, Munsan | 
and Tongduchon) drop the Seoul feet 
for six hours caily to present oS 
programming, with the resident broad- 
caster doubling as à TV news reporter 
for Seoul. | 

Roughly 40% of th Qgrammin 
arrives by satellite (mainly his, public , 
affairs and sports), while most of Ifl 
rest is on videotape delivered by 
Local PEEN is E confi 
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mn ud bur E xn Ó its œm- 
mander AFKN is "primarily a playback 
facility." 

South Korean complaints (or praise 
normally focus on the TV service, whic 
is thought to have a wider impact th: 
radio despite a more limited broadcast 
ing range. No studies have sought t 
number or charactense its shadow audi 
ence of South Koreans, foreign r&i- 
dents and tourists. However, the South: 
Korean segment is thought to be small, 
“intellectuals, 
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COME TO TAIWAN 


COME TO THE LAI LAI SHERATON TAIPEI. 


THE FINEST IN SERVICE 
AND HOSPITALITY: 
"GOLDEN DRAGON 
personalized SERVICE” 

THE FINEST IN DINING: 
Enjoy a choice of a dozen 


cuisines, served in one of = 


fourteen elegantly stylad 
restaurants and lounges 
THE FINEST IN REST 

AND RELAXATION: 

705 spacious, and 
comfortable guest 
accommodations, and ‘ull 


service convention/ | 


meeting facilitias 

THE FINEST IN "EXTRAS": 
Jog on our roof top track, 
swim in our large pool, 
practice golf, or tennis, 
enjoy the latest movies 
COME TO TAIPEI’S FINEST, 
COME TO THE LAI LAI 
SHERATON HOTEL! 
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(Lai Lai Sheraton 


Hotel Taipei 
The hospitality people c ITT 


For reservations, please contact your nearest Sheraton Hotel or Sheraton Reservations office, or contact us directly 
E HSIAO EAST ROAD, SEC 1, TAIPEI, TAIWAN, ROC. TEL:(O2)321-5511 FAX:(O2)394-424O LAI LAI TAIPEI TELEX:23939 CABLE "SHANGTELU 
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Between the two of us, 
high performance 
does not always involve 
high risk. 


You can enjoy an outstanding rate 
of return without the risk associated 
with many high performance 
mvestments. Bank of Boston offers 
the Boston International Funds, with 
1985 performance levels of 13% 
to 343% better than traditional time 
deposits. The majerity of these 
Funds are exempt from U.S. withhold- 
ing taxes, and are backed by a world 
bank with 200 vears of service 
and security. A minimum investment 
of US $25,000 is required, 

‘To learn about Bank of Boston 
products, and to engage the services 
ora personal banker committed to 
a long-term confidential relationship 
with you, please write to: 
International Private Banking, 

PQ, Box 13603. General 
Post Office, Hong Kong. 


BANK OF BOSTON 


International Private Banking 


KONG + LONDON » it XI MB M RC; MIAMI 


* PANAMA « PARIS « SINGAPORE 
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. . plus the Asia Yeart 


Make the Asia Yearbook part of your 
subscription. Simply tick the relevant : 
the coupon below and automatically rec 
Yearbook. It gives you Asia minus the r 
Minus the myth. A country-by-country s 
Asia. Everything from Finances & Curre 
Politics and Social Affairs” The onh 
medium of its kind. 


Rate: Soft cover US$23 95 or HKS 
the equivalent in local currency). / 
Yearbook cost to your subscnption rate 
above, and send the total, with the co 
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Please enter my subscription for = 
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| US$23.95/HK$179. For airmail deliv 
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their accuracy. 













oshima Carp, not 
ants, is the only professional Japan- 
baseball team at present without 
ign players and that there were 
Dallas"; the series flopped so badly in 
to account in print for his having so mis- 
udged the public's taste. These are 
minor points, but an “anatomy” consists 
of the division of a body into its compo- 
nent details, and if these details prove as 
reliable as some of Wilson's, it is hard 
o see how such an exercise can benefit 
y reader, whether “newly interested” 
the subject cr not. 


hen Wilson ventures an opinion of 
is own, he can sometimes be per- 


: is the trie ind "gettin g your 
| "of ‘common irresponsibility” ds 
rely on the mark. At other times, 
et that his acquaintance with the 


| distinctions” in Japanese society, 


oreigners,” whereas others have 


f a Japanese difference “in kind” 
most trenchant roots in home, 
stern, soil, 


adors of egalitarianism,” or that “i 

almost as if there rs something in Ja. 
nese genes that preserves the old 
aditions" — almost forbid comment. 
und while his inclusion of the arrival of 
il Adams, tbe first Englishman in 










ound to raise a sigh or an eyebrow, 





Yet on to something more carefully | 
i ered. 





ed up im- < passing "from OSE 
ned sources without bothering to to |, 
It would not have |. 
hard for him to ascertain that the | 

the Yomiuri | 


r “millions of Japanese devotees of : 


Japan that its chief backer was called on | 





e. His recognition that “a key to | 


sustained leads him to mike te- 
ks which long-time residents would |. 
bly quarrel with. As an Eng- 
ian, Wilson notes the “relative ab- |- 
of "puritanism, immobility and : 





reas many would contend that all | 
€ are prevalent but in un-English i 


“the Japanese have become the OA 


; pan, among ` "Key Dates in Japan's: 
tory" and his mention of Yukio Mi- - 
1a in 10 of the book's 16 chapters are | 


y will probably not detain the "newly | 
terested” reader for very long, an- | 
as as he mus: be to finish the book : 


e. uo 


| suggests that "the Japanese do ] 
to talk about themselves, least of © 


id that, with or without foreigners, | 
like totalk about little else. And his — 
yn that “[the] Keidanren. like the | 
n Ministry, has a particular in- | 
in eradicating the Western myth ` 
he Japanese people are differentin - 
will draw gasps of incredulity | 
hose who know first-hand that the © z 
. | Ubudiah mesque in Malaysia. 


he 18-year-old Institute of South- | Islam, but the well-produked 408-page 


east Asian Studies (ISEAS) has re- 


cently expanded and invigorated its | 
| ernisation”; Siddique tan ISEAS senior 


publishirg house. New journals and 


new book titles have emerged during 
Jacket designs have be- | 








the past year 
come more appealing, as has the variety 


. and substance of material under the 
| covers. 


Readings. on Islam in Southeast Asia 
provides an impressive example of this 


| welcome trend. A sensible mixture of - 


foreign end regional specialists have 
contributed 48 articles about the reli- 


gion in the region to this first title ef a 
planned “Social Issues in Southeast | 
. of such groups as the Pattani Liberation 

| Front or the Barisan Revolusi Nasional — 
| (in southern Thailand) or the faction- ,- 
plagued Moro 
|. Front (in the southern Philippines) no 


Asia" series. 
Although traversing early Islamic 
conversion and surveying the status of 





| the religion in colonial days, the articles 


Wilson's more curious opinions — . 


mainly describe the contemporary in- 


_ terplay of islam and post-independence 








— Alan Booth | . Sectio: 


| polities in countries where Muslims 
| count either as a majority or minority — 
| a description that fits almost all South- 
, east Asian states. A particularly goed 
selection carrying the section title 


“Socio-cultural settings" offers some 
fascinating insights inte the blending of 
imported faith with local deisms, foi "Pik | 
habits and pre-existing spiritualism. 
American anthropologist Clifford 
‘tz’ decades-old notions on religien 
in Java 'e thrashed out anew. 

A heavy dose of Malaysian fieid 
studies occupies a somewhat over-long 
n me “institutionalisation” i əf 










Sojourn. Ir Institute of Southeast Asian Studies. No price given. 


. tion as a leading scholar of Indonwian | 





| gional social problems, warts and a 






book concludes with six quiglity articles 
on the religion wadaptaba Nto “mod- 


researcher) has a particularly interest- 
ing piece on distinguishing religion. — 
and ideology, and a contribufion by | 
Kamal Hassan on modernisatibn and | 
Islam in Indonesia reinforces his reputa- 





Islam. ee d 

There are two disappointments, | 
however. First, there are no separate es- 
says on contemporary Muslim minorify 
politics in Thailand and in fhre Philip- | 
pines. The current status and difficulties — ^ 











Nationa! Liberation” 


doubt remain sensitive but ignoring 
them seems an omission. | 

Secondly, it wouid be interesting to 
have published, in English, some writ- — 
ings from various people who in recent | 
decades have caught the imagination of 
Muslims in the region, people such as 
the late Dr Hamka im Indonesia or the 
charismatic Ustaz Hadi Awang of the 
Parti Islam in Malaysia. One hopes that 
the ISEAS' next title in this series, Islam 
and Society in Southeast Asia, will fill 
these gaps. 

The quality distinguishing this book 
unfortunately does not characterise the | 
institute's first shot at a new quarterly - 
journal entitled Sojourn. Subtitled asa | 
review of social issues in Southeast 
Asia, the debut issue carried a curious 
article by Malaysia’s Anwar Ibrahim, 
who in one passage of his Development, 
Values and Changing Political Ideas 
writes that for four-fifths of the contem- 
porary Asean area the pre-Islamic era 
was “the equivalent to the European — 
Dark Ages before Christianity,” and in | 
another line says Southeast Asia’s 
“elite-mass gap” results from “colonial 
values.” Both observations stand on 
shaky ground, to say the least. 

Elsewhere a jargen-crazedand tao 
long article describes the “human ecol- 
ogy” of a Thai coffee shop while an in- 
teresting account of a Javanese pesan- 
tren (a Muslim religious school) treaty 
in the present tense' material gatherfd 
13-14 years ago. While it isa brave staft, 
Sojourms editors might do better 
their next issue by avoiding politici 

speeches and coming to grips wit 
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Consol ted ‘tumover increased: by 112.396 from HK$1,530.2 
mil on to HK$3,247. 9 million, Consolidated: profit, 
ore extraordinary items, and-earnings per share both increased 


, from HK $468.9 million. to HK$706.9 million and from | 


cents to 45.4 cents, respectively. Net extraordinary profits 
i amounted to HK$7.9 millio bow : 


.0 cents per share is proposed, making a 
| idend of 31 5 cents per share in respect of the year. This 
.' feptesents an increase of 50.0% , compared with the 21.0 cents per 
oe ‘Share paid for the previous year, E 


“To mark the centenary of the founding of the Company, a 
_ capitalisation issue of 1 new share for every 10 shares held and a 
"bonus issue of 1 centehary warrant for every 10 shares held will be 
proposed. Each warrant will entitle warrantholders to subscribe 
-HK$7.50 for shares in the Company until 31st December, 1990 at 
oah exercise price, subject to adjustment, of HK$7.50 per share. It 
should be nored that the exercise price takes account of the 


.. Proposed _1-for-10 capitalisation issue and should accordingly be 


"compared with the ex-capitalisation price of the Company's shares. 


— The capitalisation issue and bonus centenary warrants will be 


^ subject to the approval of Members at an Extraordinary General 
Meeting to be held immediately following this year's Ann 
General Meeting and to listing being granted y The Stock 
Exchange of Hong Kong Limited. 


à m Te saath s financial position continues to be one in 


quisition a E Wheelock Mida and Company Limited 

(“Wheelock”) in 35 was about HK$2,500 million. The . 

. Company has accelerated the retirement of the debt that arose . 
“therefrom and total borrowings for the Company and its wholly- 
| Owned subsidiaries less their total liquid funds and financial 

investments now stand at slighty eker than HK$900 million. 


. ' 29th September, 1986. 


after tax buto c o company of à. diversified group, a propos 


othe Company to "The Wharf (Holdings): limied' 


To To tefiect T Company's current status sas ET parent hal 


forward for the approval of Members at the Pricing A A rint 
General Meeting. 


With the satisfactory recovery of dé property market in 1985, die : 
Group's substantial interest in the property seetor has recorded — 


increased profit: The Group's prime properties at Kowloon Point: 
have performed particularly well and both Wheelock House and 


Lane Crawford House in Central have become PM leased by th 
end of 1985. 


The Hongkong Hotel, The Marco Polo and The Pih, a g 
Group's three hotels in Hong Kong, have achieved increased o 
profits, with high occupancy levels and im proved room rates. Th 
was, however. no improvement in the perforaance of Hotel Marto 
Polo, Singapore, being affected by the local market depression. — 
Marco Polo Intemational has been set up as acclivision to assume 
the anamen! of the Group's four hotels efective from Ist 
January, 1986.- 


Refurbishment d for the Tiarnways cd fe Star Ferry are now 
in progress with a view to improving services ind increasing = 
revenue. The proposed relocation of the tram depot to two new. 
depots at. either end of the system has been go cd m the 
Government i in principle. 


— The perfo jrmance of the Group's terminal and wate 
operatic 


was satisfactory: Improved returns were rec 


the Group's 4096 owned associate; Modern enninals (Berth 5 5 


Limited. Agreement i in principle has been reached to metge this 


Modern Terminals Limited. resulting in the Group . 


becoming the single largest shareholder i in the merged company. o 
| segnition. of Wheelock into the Group:has been. substantially. tee 


and satisfactorily completed. Certain unprofitable or non-strategic 
subsidiaries have already been sold or have ceased business. * 
Wheelock’s businesses in trading and retailing, manufacturing a and. CES 
commercial services have reported satisfactory: results. l 


Vat z The Annual General Meeting wil the Extraordinary DE Meeting of Members of the Company wil be held on. fein: 


The Register of Members of the Company will be closed from 16th men 1986 to d September, 1986, both cays 


inclusive. 


+ 


Hong Kong, 25th July, 1986. 


- By Order of the Board 
WORLD-WIDE SECRETARIES LIMITED 
Secretanes 














an Chanda in Washington 
s latest confidential report on Ma- 
, the World Bank has called for 
in hackling" of the country’ 's fadus- 
rial-investment policy from rgid rules 

sign ned to enhance bumiputra partici- 

. The report, which has just sur- 
"in Washington, also expresses 












_AS traditional exports decline and 
gn capital becomes more costly, 
ia must harness its domestic 
yility and reorient its exports from 
odities to manufactured goods, 
yank advises. 
World Bank forecasts that Ma- 
a's real growth in 1986 will remain 
while falling government revenue 
large the public-sector deficit and 
cline in export earnings will be de- 
nental to the current-account bal- 
However, the bank 
















commodity prices through a judi- 
management of do mestic re- 





Key bank recommendations are: 
Raise the exemption limit for govern- 
t licensing for prwate industrial 


376.222) to M$5 million. 

ve away from traditional light in- 
cing protectionist threats and 
etition, to the manufacture of me 
diate and producer goods 

iopt measures to reduce the out- 
| of capital through repatriated pro- 
itid capital flight. 

ue. a policy of privatisation to 
ea a s to pu ate industrial ac- 





ow an exch ange-rate policy that 





1 exporters Ies vis-à-vis their-East 


"After having g gone through a period | 
I remarkable: growth. the Ma! ay 


s At i a time when a primary pro- 
^ like Malaysia needs capital 
urgently than ever to incus- 
itself, its export prospects 
ouded and so are its 





aysia’s rising debt bur 
| the Wot over ihe com: ning | 





rn over Malaysia's rising debt bur- | 


says that. 
pite its problems, Malaysia (unlike |- 

y countries) is well- -placed to reduce - 
balance-of-payments deficit. and — 
iy the uncertainties of slumps. ia oil | 







-and liberalisation of industrial | 


i 
| 
| 
| 
| 
from the current M$1 million | 
more urgent 
| 
| 
| 
| 
lc 


iny cost disadvantage that Ma- | 
ian tree-crop producers and indus- | 


N INVESTMENT BALANCE 


| 1985 
Provisional 





* Inchudesreinves: ad earmings-ot bla enterpriaes, 


MENU 79i in. 1985 to , US$16.5 billion. 
Ahouah tae share of short-term bor- 

12, which is an index of vulner- 
, 1495 — less than the avert- 
developing countries — the 
mance of merchandise ex- 


| 
T 





per 
»orts isicased the debt-service ratio to 
15 396. 

. To keep that from rising any further, 
Malaysia will have to expand exports by 
an amount sufficient to cover the tm 
“crease in interest payable on foreign 
borrowings. The task of promoting 

manufactured exports becomes even 
because unfavourable 
prices for-the country’s traditional com- 
modity exports are expected to further 
reduce foreign-exchange earnings, thus 
raising the cebt-service ratio. 

Malaysia’s domestic-resource situa- 
tion has been affected by the policy of 
enhancing the bumiputra (indigenous 

Malaysian, mostly Malay) stake in the 
| economy. The report says that 18-20% 
| of gross 
country 
| vidends, fees, i d profits and 
| unrecorded’ capital flows. A major 
| reason for this outflow is due to the gov- 
| ermment’s policy of encouraging 
| bumiputra stakes in foreign firms: "For- 
*| cigners do not reinvest the funds they 
| receive in the country, and other busi- 


~demestic savings leaves the 
interest payments, di- 





an 


nesses disccuraged by the threat of 


equity restructuring prefer to hold 
foreign assets.” 


mons? the bank was anaie to 
10 S AND OMISSIONS 






Sousce: World Bank. 


MAE VIEWDIAGRAM by Andy Tang 


sad er re eR never P T rh e a ABBA APA P arr err HA AMAT atat rev rm reir M eS veri APRA HH A atria Mtr pA d Pen NH 
























obtain data, E 
tentibn- xit. 
strates 









capital has j incre 
sian trust ag topped 
up acquis Monty « 


shareholdings. in f 

nesses. The. report also | 
to the phencmenon of a 
“errors and meas" 








t 


supporting - pis n. 
belief that. p is movi 
out of the country." It 
the unrecorded capital 
has been caused by-fluctuating 
inflation, an overvalued local | 
currency and interest differen- 
tials and political factors. | ' 
The bank suggests that after having | 
made great strides in transferring : 






foreign equity into bumiputra trusts in. | 


the past five years. Malaysia should | 
undertake "a modification of the re- | 
structuring policy [which] would com- 
press the payments deficit and bring 


down  external-borrowing. . require- 
ments." (In fact, . Malaysian Prime 
Minister Datuk - - Seri. _. Mahathir 


Mohamad on 28 May said the restruc- - 
turing policy was to be “held in 
abeyance, more or less” because of the 
downturn in the econemy | REVIEW., 12. 
June}.) 


ais Duae nate sc S ASI ASA IA SS A A: 


he bank goes on to say thatif for po- 

litical reasons the government cannot , 
increase taxes and if falling national sav- -| 
ings and deep cuts in government «| 
spending damage growth, "foreign bor- , 
rowing might be most readily minimised , 
by curtailing or even suspending the., 
programme of acquiring foreign assets. | 
in Malaysia, keeping a closer watch | 
on trading in the [closely linked) Ma- | 
laysian-Singapore stockmarkets and, 
at the very least, installing the ma- 
chinery . . . for registering and momtor- 
ing capital movements in a systematic 
fashion." 

The report bluntiv says that not. 
only has foreign investment Pesulied”, 
in large deficits, but that foreign. 
firms “have transferred few skills, . 
[offered] limited technology and doney 
virtually nothing for industrial: 
deepening. Malaysian firms are 
in no better pos:tion to establish, 
an independent presence in thé 
international markets for går- | 
ments and electronic products 
ban than they were five years: 


aas A A Atm ASTA TAA p Rma dara rat PS BA re P edd host on amd naar 









"wide MA a 






















































L4 


` 


luced by theramp | 


a “ld ther Po 


NEA and thus 
overhang of tin which 
the International 
it under its weight late last 


meant th at | 


Binnndatéd with 
H T1982 his E 


his j a in 
j Í vas, he foundation of the 


Pingtung in pn Ere when 
‘Shellfish were contaminated by indus- 


damage to local fish farmers. 
onstruction of other factories in the 


polluters have already made people 


eager to prevent new facilities which | | 


might cause further damage. Under 
-pressure from both local and central en- 
vironmental protection 


"Changhua plant said it will install new 
` equipment to control pollution. 


wipid increase in living starn- | 


di sin Taiwan and the rise of an asser- 


‘tive middle class have resulted in an in- | 


*reased emphasis on the quality of life. 
he parallel development of a political 


(ded to environmental questions, has 


eontributed to a greater willingness on | 


A part of the wider public to challenge 


rity on issues they feel are not | 


b ng properly handled. The govern- 
Ho e neli acit behind public 


| protection, 
‘trial effluents, causing major financial | 


authorities, | 
‘Formosa Chemicals and Fibre Corp.'s | 


loyment for thousands of. Malay- 


sian, Thai and Indonesian miners (and 
many others elsewhere). 


| T crash in the price also meant that 


other members of the TTC paid a 
heavy price for bailing out Maminco. So 
too did the brokers and bankers who were 
creditors of the ITC. Most of them are 
having great difficulty getting back the 


hundreds of millions of sterling they are | 


owed (since the TTC nations | lave ren- 
eged on their debts). 
In short, the ramp of 1981-82 was a 


¿disaster for many people. As for the 


people at the centre of Maminco, 
Rahim Aki found himself downgraded 
to deputy chief executive of MMC and 


| then resigned on 3 April 1985. Noordin 


also has since left both Maminco and 


| pany executive. 


the price- inb exercise. It 


| likely that they were either under oi 
from, or received approval from, 


political figures. One person who mig 
otherwise be thought a probable 
ticipant, given his position as mini 
primary industries, is Datuk Paul Leon 
But London sources indicated that he: 


| fact was not part of the ramp. Ratl 

had distanced himself from it within tk 
| government because, for one reason 
|! another, he did not approve of it. 


It remains to be seen whether the 


| long-delaved statement of the gove 


ment on the tin ramp of 1981-82 will 
veal just how high the responsibi 


against the local will — was anot 
Du Pont remains committed te 


|| titanium project, however. “This i 
.| the first time we've faced suc 


cerns,” said Thomas Y. Kuo, a 
"We have to prove 
people we can run this plant safely, 
said. In April, the Environmental P 
tection Bureau ordered the comp 
conduct a full environmental-imp 
sessment. This study is due 


finished early next year, and the 
pany hopes to begin constructio 
! mid-year and go into production 

; output of 60,000 tonnes a year in 


Kuo said Du Pont, which a 
operates an agricultural chemical 
tory and an electronic component 
ity in Taiwan, has targeted East Asia 


-and particularly the newly industriali 


M countries — as the most promising n 


‘ven before ime Du Pont. contro- 
= VETSY, however, there Were: 


nomic Planning and Development 
chairman Y. T. Chao and elder states- 


emphasis on environmental considera- 
tions in economic policy and increased 
spending on anti- -pollution equipment. 
The government's decision at the be- 
ginning of this year to postpone indefi- 


| nitely plans to build a fourth nuclear 
Opposition group, While not directly re- | 


power station in the face of widespread 


such sign of the changing times. Of- 
ficial sensitivity towards local senti- 
ment on the Du Pont project — re- 
flected most dramatically by Yu's 


P omise not to pn the project Mave 


-< a sira- | 


| market for titanium dioxide. 


Both Du Pont and some governr 


-—— 7 officials emphasise the economic bene 
sentiment on n thei issue of environmental 
as key ministries remain - 
fixed on the goal of promoting econo- - 
mic development at all costs 
tegy derided by critics as "GNP-ism." "n 
area which residents charge are heavy |: 


the plant wouldbring. For Lukang, 
are said to include 250 jobs, an N 
million payroll, and local purch 
NT$1.2 million a year; for Taiwa 


| saving of NT$2.5 billion a year cu 
^ spent on imported titanium d 
and new export earnings of NT$1.4 bi 
An . hon annually. Hsu Kuo-an, the director 
may be changing. Influential economic 

policymakers such as Council for Eco- : 


of the Industrial Development Bureau, 
said: "We still support this project 


. strongly, as long as the environmen al 
. impact study shows it to be safe." 

man K. T. Li have been urging greater - 
| the possibility that foreign companies 
; could be discouraged from making new 
. Investments in Tarwan if the plant were. 
rejected for what they believe are un- 
| founded fears of environmental d 

| age. 
| | think twice about choosing Taiwa 
concerns over the safety issue was one | 


Supporters of the project are raisi g 


"I think some companies 1 


this project is overturned,” said a Tai 


_ based foreign trade analyst. Others re 
| ject this contention, however, | arg 

| that a concern for the environment is 

_ overdue phenomenon here that sho 

i not deter erem investors. : 









Robert C Cottrell in Tokyo | 
Sceptics have no place 








ordinary achieve- 
ments have routinely 
been chalked 
-| against improbable 















economic growth which has made the 
iuntry the greatest industrial, and now 








ymmunist world. The Japanese 
requently describe th: emselves as a 
ior country” — which they were, 40 
ago. But this year, helped by the 
o appreciation of the ven against the 
see since October, “poor” 

s per capita gross domestic pro- 
t is s likely to exceed that of the US, 
‘he end of this century, Japan's econ- 
y may well be larger than that of the 
S in absolute terms. 

Par-sighted stockmarket investors 
'€ been well rewarded. A portfolio of 
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vould have appreciated by a factor 


n currency base. 
In most stockmarkets, the essential 





been knowing how to resist the 


ional vardsticks, such as dividend 
or price/carnings (p/e) ratio, Ja- 
wese shares have almost 
ked expensive. But equally, they 
> almost always justified their high 
tings by producing excepticnal under- 


AS 


on. 





Even the mest dedicated admirers of 
the Tok yo Stock Exchange (TSE), how- 
ever, must have begun to wonder whe- 


in the success story of - 
modern Japan. Extra- |. 


Ü a 


; odds in a process of i 


financial, exporting power in the | 


ip Japanese shares bought in. 


since then — roughly three times i. 
nuch as a portfolio of US, British or - 
t German shares valued on a com- | 


ent of suzcessful inves: ing is usu- |. 
knowing when to sell. In Japan, it] 


(tation to do so. Measure ed by con- | 


always | 


| profits growth and capital appreci- - | 


The TSE: 













je present year’s rally has gone too 

on. It is not just that the mar- 
stock index, the Nikkei 
^4isen almost 37% 
o an all-time high 
he yen-boosted ap- 
lar investors Fas 
that many prep- 
nave doubled; or 
h gin-buving is at record levels. It 
is that this latest. explosive leg of a four- 
vear bull market is taking place just 








when Japan's awn economy is register- 





ing its worst performance in 11 years, 


. and when the longer-term outlook is un- 
| certain at best 


- In.the first quarter of 1986, Japav's © 


gross national. product shrank by 0.5% 


probably only. slightly better, with 


a fragile peak. 


in real terms: the second quarter was | 





ward? 


. tions have more cash coming | 


~ OF 







perhaps 0.5Q0 growta. Mol 
say that for fiscM 966. wh 
March 1987, the ecoMemy wil 
no more than 2.5% — compi 
4.595 in fiscal 1985, amd an 
4.3% in the decede 1975-8 
stronger yen is biting inte do 
ports, which for the past two d 
have provided the largest componi 
overall economic growth, but which 
the first quarter of 1986 fell 4.9?5, Since 
then, the yen has appreciated further, 
while the economy of the US. Jape 
main export market. has slaaf to its 
weakest since 1982. ! 

A measure of how Japan’ s major 
manufacturers ave suffering: Nissan, 
the country’s No. 2 carmaker, said pro- 
fits for the vear ended 31 March fel 
56% over the previous vear: TDK, 
leading manufacturer of magnetic 
tapes, said interim profits fell 52% in 
the half ended 31 May. Smaller indus- 
trial companies are probabl bly suffering 
even more, as the big exporters of 
finished goods try to recoap lost profit 
margins bv putting the squeeze on their 
own componentsupoliers. ..- i 





























f the engines of Japan's economic 

growth appearto beatlonglastseizing | 
up, is this the time to be cashing i in the | 
wisest investment of a lifetime and wish- 
ing the country wel! in its forthcoming 
phase of industrial decay? Why instead _ 
do share prices continue to bound up- b^ 


The most direct ànsywer 18 "weight of 
money.” One result of Japan's being € 
rich country is that its financial uis 
an | 
ever before. Although some of that 
money goes into th» US bond market, 
most still goes into yen assets. There are 
two reasons for keeping :he money at 
home: caution among fund managers 
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E Foreign fund managers re- 
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P/E: JAPAN vs TE BRI LAH 


| car that las year's. 
heavy fa eign-exchange losses 
on overdas securities could be 
repeat@@ if the ven climbs 
further 






















spect the “wight-of-money” 
argument an hope it will sup- 
port the market for some 
months to gome. (Their cus- 
tomers are | Ess c 





ie$ most months 

L) But even the 
: nong donee say that the 
ow being. paid for Ja- 
panes 3 shares a are chard to justify 


t one extreme: of pessim- 
fn is the argument that the en- 
vironment of Japan's stockmar- 


I ket today shows uncomfortable 





the rur to »the great crash of 1929. A 
new country has risen to dominate inter- 
national trade (now Japan, then the 
S), and to assume the role of creditor 
o the world. Unlike the country which 
a displaces (now the US, then Britain), 
Mis a protectionist rather than a free 
trader. Its economy teeters on the brink 
of deflation, while cheap money en- 
courages speculators to bid stocks and 
shares up to unsustainable prices, Re- 
sult: big boom, big bust. 


wriat 





The optimists say that this scenario is | 


wrong mainly because Japan is far bet- 
ter managed than the US was then or 
now. It can see the lessons of history, 
judge that its own best interests lie in 


l A asimilar international recession, 


and will adapt its policies accordingly. 
Consider, say the optimists, how 
Japan's manufacturers responded to the 
10-fold rise in the price of oil, their 
major external cost, in the 1970s: 
they made cuantum leaps in capital 
investment, operating efficiency. and 
economies of scale, and emerged 
from the crisis stronger than they 
wart in. Today's problems, the satura- 
uon of export markets and the rise 
of the ven, eall for a different solu- 
tion: that Japan should transform itself 
in*o an economy led by domestic rather 
than external demand, investing more 
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parent-company earnings 
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abroad and spending more at home. 
This prospect has been influencing 










REVIEWGRAPH 2y Ricky Hu 


t 


the stockmarket's behaviour since late | 


1984. Export-oriented stocks, tradi- 
tional favourites such as electronics and 
precision-machinery manufacturers, | 
have underperformed the index — often | 
substantially. Domestic-demand stocks | 
such as retailing and construction, have 
out-performed. Meanwhile, some of 
most spectacular gains have been reaped | 
in previously written-off small low-tech- 
nology manufacturing companies which 
have been revalued by the market on the 
basis that their unprofitable factory sites 
might now be redeveloped for commer- 
cial or residential use. 


ot only does Japan need to make 


this shift away from export-led - 


| 
| 
E 
| 
| 
| 
| 
p 


growth, say the futurologists, but the 
fortuitously timed 70% collapse in yen- 


denominated oil prices over the past 


year has made the process immensely 
more affordable. The benefits of lower 
import costs, at present being hoarded 


|. as windfall gains by trading houses and 


Earnings to assets: page 50 
Equities revival: page | 52. 
Smaller market players: page 52 


t ficient, 
| fied, Japanese economy, accordin; 


ment from the unprecedentedly 


with a “big four"  securitie } 





E living Maddie dnd 
| bringing the ado l 
(probably USS80 bilio 
year) down to an int 
ally tolerable level. Ath 
time, receipts from overs 
vestments will grow ^ 
enough to support the yen ¢ 
pite the lower merci 
trade surplus. ^ | ^ 5 
"Starting right now 
marises. one. Hon 
manager, “they are goin 
lock all the wealth that has 
built up in Japan. Not li 
‘rabbit hutches any longer, 
spend money on the qualit 
life and on themselves. Th 
| are going to become regu E 
© well-balanced people T 
prospect of an ener getic and e 
but more stable and dive 










































































this manager, continues to make t 
stockmarket attractive even at cur i 
prices. 
The closer one gets to Kabuto- -cho - 
home of the TSE — however, the les 
| futurology and fundamentals seem ti 
matter. The TSE is probably the mos 
cynical, speculative and Ue rie 
major stockmarket in the world, 
traders are interested in the quan 
not the quality, of buying interest. T 
key factors in any day's trading are he 
instinct, ramping, and ` broke 
“stories” about what to buy for whi 
usually spurious reason. From the 
ers’ point of view, the long-runni 
domestic-demand “story” may or m 
not be true; but itis an excellent dr 
tic device for channelling in new inve 





rich institutions. : . s 

"You look at the erowth rate c | 
economy, which i is 3% this ye: 
inal terms,” says one Japi 


+ 


and Yamaichi), “and you look cat 
growth rate of money ‘supply. whic 
8.5%. The difference is what is. 
into US bonds, and into. the stoci 
Ket.” 


Japanese bor DANG have been pil 



































iot, in the mid with more 1 


ationally acceptable ex 
the 1980s. As profits and de 








ponding need for new plant invest- 
nt, the corporate sector as a whole 


sing its holdings of liquid assets. 

Many corporations have set up pri- 

te investment trusts, called tokkin 
ds, to play the stockmarket with the 






brokerage commissions, 









INDICATORS 
$80 = 100. 
pas adjusted 









“industrial 
anana 






j [- Operating ratio - 





























The average age of 
the fund managers at 
one leading Japanese 
trust bark is 26. 





c ‘ 9 
: E 
E. 


in 1964. Few people in 


jouses are virtuoso inventors of new 
easons why this momentum should de 
ained indefinitely. A dozen con- 








in. Tokyo Bav; a dozen 
technology shares on the year's 15th 
jour of a cure for cancer; a chartist 
1 a “big four" house arguing the in- 








O “Everybody,” says a Britist 
, “wants to take it higher, and it 





t of Everest." 





the. altitude a : 






| been repaying its bank debt and in- | equi quin 


dvice of an external trustee and man- | 2 
ge Some have performed disgrace- | 
ully, “churned” by advisers to manu- 
ire but 
rowth has nonetheless been fast. 





0 INDUSTRIAL PRODUCTION | 








price of ec I nings: 


he | 
last catastrophic bear | 
market in Japan was | 


the securities in ustry | 


can | emember a time when share prices | 
vere not going up, and the securities | 


tr ction shares rise on the idea of anew 


ability of an index at 33,000 by 
rs not at all that the starting point | 
base camp somewhere. above the | 


ow can investors hope to measure re (Tt 





the leaders of tockinacet fashion in 





n the mid- 1980s. 
h capacity to test the limits of in- | 
ort growth | 
epreciation |. 
ve been accumulating without a cor- 


he fact that Japanese companies are 


of money means that they have little or 





ir own. The. market SUPpY of new 


a ar the pecs yen, 
also. has the effect of reducing overall | 
demand. for credit i in Japan, helping to 


iv bio; CORPORATE PROFIT TRENDS 


3,000* Tokyo Stock Exchange iirst section, non-financial) 





2,000% Recurring profit 


——————ÓÓ a Ye Ais aaan aia 


| ven market? By the traditional yard- 
stick of the fundamentalist, the price/ 
earnings (p/e) ratio, which expresses 
the stockmarket valuation of a com- 
pany as a multiple of that Pondus 
| profits? —.— 

| One of the danger signals of a bull 





market reaching unsustainable heights 
is the emergence of a lobby for the idea 
| that “the market is being fundamentally 
| re-rated” — that some structural change 
| in the local economy now calls for 
equity to be assigned a permanent y 
higher value, usually in terms of a 
higher average p/e. It is a reflection of 
. Tokyo's unprecedented surge tha: some 
analysts are now arguing, not merely 
that the stockmarket is being “Funda- 
mentally re-rated," but that p/es have 
themselves ceased to be useful as a 
means of measurement — much as di- 
vidend yields ceased to be. relevant 
about 15 years ago when share prices 
z soared while distributions stood still. 












"0.7 
ds | $94 in 1965.) 


now investors instead of borrowers 





i 
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————— 


> average yield on a Japanese share - 
596, compared with 2% in 


ficial discount rate no 


to lend money..to. tr: 


| positors. Savers have, be 
| to lower deposit 
no need to make new share issues of | 


| So much that profits are going up ==, 






ata 
unable 


















post-war low of 3.5%. 






cutting poo Xf 
et. Secondi 
rates. by-seeking out 





















more sophisticated...£ potentially 
higher-yiel i ets such as 
insurance es tm 

trusts, which in. 45 TNnYes partly in 
the stockmarket on they de ositors’ 






behalf. k 
The assets of J apan’ s ; trust ba ks and 
life-insurance companies are. als being 
swollen by corporate pension funQs, the . 
total size of which rose e from, ¥6.3 Airil- 





Japanese p/es are an imprecise mea- 
surement at best. Analysts say that be- 
cause Japanese companies are ‘under no 
short-term pressure from shareholders, 
and because of a natural enough desire 
to reduce the charges, directors, prefer. 
to report a low profit while at the same. 
time cushioning the balance-sheet with 
a variety of reserve funds. 

Re-accounting Japanese earningagn | 
a US basis woulc probably reduce the. 
market average PA by about 15%; a. 
similar reduction would also be | 
achieved by factoring in corporate eagn- | 
ings on a consokdated basis rather than | 
on the parent-only basis favoured by | 
domestic analysts. It is arguable, thére- | 
fore, that the market p/e usually. | 
reckoned by domestic brokers at ; 
around 45 should be scaled down, tg 
nearer 30 for comparison with. 
stockmarkets elsewhere i in the world. 


———————————RPERRRRRIAI 


— 











W hatever | the figure taken for 

Japan's market p/e, it is still roug¢. | 
ly twice the comparable figure of fi J, 
years ago. The earnings-based argu 
ment for a rise of this magnitude is r 





which they are not — but that interest. 
rates are falling. and that sha e prices; 





earnings i in just th 
















| ure t And | senior resear 
with the Japanese "Govermniént hoping four" broker, ; 
for the subsequent: privatisation of- 
Japan National Railways (JNR), a pros- 
pect which will depend for its success | 
largely on the attractions of JNR's land 
bank, other property: developers arë 
hoping for some deregulatory measures 
: to stimulate the real-estate sector ahead | 
of that eventual flotation. On this basis, d 
and with at least one more discóurit rate | approaches. : 
cut, the case can be made for: projecting | One possible trigzerfc 
the bull market into the new year. ^ — switch by corporations into nev 
| 









fund manager. tt just 
it will iid ne now. ? 
me 






at ; ment trusts, insur- 
ce policies and elise funds, that its 
effects spill ove d pe dci the Japan- 
ese stockma W 


























them. and the d 








And beyond? A disconcerting fea- investment at home or overseas 
ture of conversátion with almost any | ing a potential call on funds cur 
Tokyo broker is the cheerful willingness | "parked" in the stockmarket: 
to acknowledge that, after a bull market possible trigger: a collapse of ; 
of this volatility, there is no softlanding, | Wall Street. "The big question for fu 
| no plateau. There is a crash, and a dead managers.’ ' summarises one Toig fou 

period lasting years rather than weeks. | broker, “is when to | e dE 





st as long as the 
come up with 
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; represent : a 1 capitalisation of interest in- 
come. The more stable and permanent a 
company’s earnings, the more appro- 
: priate this analogy becomes: utilities 
and rent-collecting property companies 
have out-performed the market hand- 
 somelv in recent months, helped by lower 
| tuel costs and rising urban land prices. 
: But to admit that the market is still in 
some way relying for its support on 
 easmigs necessarily implies the idea 
that some upper p/e exists at which the 
market's rise should halt. This is an 
awkward corner to be painted into at a 
time of seemingly limitless upside po- 
tential: so the forward-looking theory 
favqured by many analysts is to main- 
tain that the important fundamental in 
tóday's stockmarket is not earnings, but 
assets. oe older the company, the 
acr plve treasure trove of undervalued 
property and securities probably being 
carried on its balance-sheet at historic 
cost or long-outdated valuation. 
, Companies are usually valued on an 
bhl aget rather than an earning basis when 
Z as frequently happens in the US or 
Miitish markets — there is some pros- 
: peM that their assets might be put to a 
different and more profitable use, 
perhaps by a new owner. One problem 
applying | an asset argument too 





that companies there very rarely get 
new owners. Many Japanese firms hold | 
parcels of one another’s shares on a 
passive and long-term basis, to cement 
existing business relationships and to 
guard against unwanted intrusion. 
Often no more than 25-30% of a large 
company's stock is freely traded, mak- 
ing tender offers impractical. 


ban sites, and relatively Salk uns! 
workforces. Industsial compani 
| bigger problems: whether to aba 
or relocate their traditional b 
and if so how to deal with à large 
specialised workforce. But if, : 
likely, the yen stays at or be 
Y 160:US$1, brutal choice 
be made fast while the t 
| expected rapidity over still more 
| fcompany X is not to be allowed to bid | industrial economy. at 
for company Y, sack its workers, sell 
its plant for scrap, its portfolio securities 
for cash and erect a shopping mall on its 
unprofitable factory site, how will the | 
fashionably named “latent asset” value 
of so many stockmarket favourites be I 
realised? Is company X likely to ravage | one which, strictly speaking, should 
itself voluntarily? Ordinarily, no, and | applied only to individual compani 


| 

| 

exceptional "under-utilisé 

| 

| 
certainly not 20, 10 or five years ago. | and not to the market as a who 


sites and a willingness to devel 
others are simply caught up “inthe 
slipstream of popular anticipation. h 
any case, the “laten: asset" argument i 


But — and here the "latent asset" and companies tried.to realise latent pro 
the “new Japan" theorists interlock — | erty or securities assets, the mar 
in the process of transforming Japan | prices of those assets would: b 
into a society driven by domestic rather | met. | 
than external demand, new manufac- Will earnings ever return to the fc 
turing investment will tend to be Perhaps, if and when the downt 
switched to lower-wage countries over- | comes. As one fund manager puts 
seas, while land at home will be deve- | "p/es are like insurance. You can fo: 
loped for housebuilding, service and lei- | about them as long as everything els 
sure industries. going fine. But when you have ac 
The most likely eden are | it’s alot more comfortable to be ho 
warehousing and distribution com- | something bought ona ape of 10 hi 
. panies, with under-used urban or subur- one of 172." ) 
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Securities companies 


By Bruce Roscoe i in Tokyo 


With the latest rally of 
the Tokyo market led 
in good part by finan 
cial stocks such as 
banks, insurance 
companies, and the 
; *| securities companies 

M ary | themselves, some 
analysts are e taking a second look at the 
role the smaller securities houses are 
playing in the market, and the growth of 
these companies. 

Standing out are Marusan Securities 
and Toyo Securities, which listed on the 
second section of the TSE in May and | 
June — in the first such listings since 
Dai-Ichi Securities’ ascent in 1976 — 
and raised to 14 the number of listed Ja- 
panese securities firms. A further two 
medium-sized securities companies are 
believed to ^e negotiating at present 
with the Ministry of Finance (MoF) and 
the TSE for permission to go public 

Both recent issues were successful, if 
not spectacular. Volume traded of 
Marusan shares reached 3.53 million on 
| May, the first day of trading. The 
share price quickly rose to ¥1,530, 
reaching the stop level set by the TSE 
and second only to Nomura’s share 
price. Profits of ¥400 a share were pos- 
sible on the first day's trading for those 
who had acquired subscription shares. 

Marusan savs that of the ¥ 10.06 bil- 
lion it raised bv going public, it will use 
Y 3 biliion for expanding its current of- 
fices, Y4 billion for office equipment 
(mostly computers) and ¥3.06 bil'ion 
for its own securities and other invest- 
ments. It is hiving off its investment- 
advisory department next April as this 
department's contracts have already 
reached €* 106 billion. 
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Apart from the 
raising capital, both Mal 


| and Toyo 
say the listing has given thi 


| pics ee a 





top university prada ust lly stolen 
away by the big four securities com- 
panies. It has also made many of their 
executives and staff, who are part own- 
ers of the companies, quite rich. 
Marusan Securities is being watched 
for its move into investment trust man- 
agement. The MoF in May decided to 
allow medium-sized securities. houses 
(which covers the 15 companies ranking 
| directly below the big four) to create in- 
vestment trusts jointly with the big four, 
and Marusan was given the green light 
first. Marusan's investment-trust fund 
was launched with a convertible-bond 
issue of around ¥10 billion, and was 
sold out on the first day. ~ 
The medium-sized securities houses 
will be encouraged to establish invest- 
ment trusts of Y5 billion or more, which 
the MoF hopes will raise investor confi- 
dence in these companies. The ministrv 
is yet to take a decision on whether to 
permit these companies to set up wholly 
owned investment-:rust firms, so in the 
meantime such trusts must be jointly 
managed. 
Investment-trust business. after 
stock and bond trading. is probably the | 
top priority of all Japarese securities 
houses, which see a roaring trade j 
managing the savin, as of individuals afd 
companies disheartened by what i 
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being called the “age of low inter 
rates.” | 
The next priority, according to 


Marusan and Toyo, is venture capital, 
and both own finance.companies whose 
task is to nurture investment targets 
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. You work overseas. Hard and long hours. But are 
| * you getting the most out of it financially? — | 
You have to plan carefully. And you need profession- 


; [^al advice. Advice from someone you know you can trust. 


-Lloyds Bank can help you and your family with all 


the financial problems that come from working abroad. - 
‘Our specialists have years of experience helping 


people like yourself with their finances. So look out for 


them when they visit the major expatriate centres. They 


hold free seminars, giving sound expert advice on finance, 
taxation, savings and investment. 

We also offer an excellent back up service here at 
(home. We advise you on how to make the most of yout 
_ offshore status. And help you to decide upon the best way 
| to invest your savings, and arrange the most suitable 


insurance schemes. What's more we can unravel the com- 
plexities of your taxsituation. In short we can explain the 
alternatives and recommend appropriate arrangements - 
for you,so that ycur money works as hard as youdo. 

Write to one of the addresses below or ask at any 


Lloyds Bank branch when you're on leave in Britain, 


John Crittenden, Manager — Expatriate Services, 
Lloyds Bank Plc, Capital House, 1-5 Perrymount Road, 
Haywards Heath, West Sussex, RH16 3SP, England. = 

Brian West, | tl FRE 
Deputy Manager, 
Lloyds Bank Pic, 
9 Broad Street, 
St. Helier, Jersey: 
Channel. Islands. 


| THOROUGH BRED AMONGST BANKS. _ 













ets of Y30 billion by the end of 1987. 
ck trading accounts for about 60% of 












pital raised by its listing i issue will also 


ches into regional cities. — 
Both Marusan and Toyo have repre- 
ative offices in London and both in- 





oorate issues in the Euromarket, 
as to sell directly Japanese secu- 

















ter highly specialised area 


| market’ where he 
























s simply "m Poo g dme. 
y will Tess not be able to expand 
as at anywhere near the rate of 
four, so the theory goes, so while 
r conquer the world, the smaller 

ies will be left to compete for a 

shing share of domestic business. 





pessimism is that they are ex- 


the only securities houses which can 
ully carve out specialist-market 
will be the bigger generalists. 

ver, the financial results for 


mance, in terms of increasing 


and profits. is no better than 
urities firms a quarter its size. 





ng, but from the bottom up, with 








-but for the top 20 or so com- 
expand both domestically and 






raging this across-the-board growth, 





arusan and Toyo to diversify into 


nd within the next year to upgrade" | € 
these to branch status to be able to | f 
derwrite a growing number of Japan- | yee a m 














rine "bis! our of Noone: di 


am and Yamaich is that, un- | - 500,000 


e response of Marusan and Toyo 


ling in direct proportion to market - 
th. Their executives also belteve 


22 securities houses m the year - 
d 31 March suggest that Nomura's — 


tionalisation of the industry is oc- - 
tL abour and Employment. 


mally, almost in pace with the | 
MoF would appear to be en- | 
ly. by permitting firms such as | 


were the business preserves of the. 










‘used to expand Toyo’s network af 39 | 
li tout mean an' end: to the plight of the 






| iculár convertible. Do E t: ; | 
| z saiptoyed i to 2. 6 million. EE | 


a reforms that will nave to > be instituted to 


€ € (PEE 


o revenues, but the company wants r By Jose iene | in. Manila - 


igher weighting on bond business. | 


| Another 5.5 million are estimatec to be 
| underemployed. Those numbers may 


coming months. Also, as a result of the 
ies business to secure a niche i in 1 
ll be ever hard-press- NS 


"The ‘Philippine’ economy's improved | 
Chances of posting modest growth in 
the second half of the year do no: neces- 


s EE a s T he labour sector 
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of the country's labour force. 


climb further as a result of the various 






oft nlining its own opera’ ions, 
the gvernnénta is expected to put some 
people ‘on the streets in the 


m 






bv only 


| workers in the same périod went up 


ing table. As of 15 July; 69%. Og 









dily earnings | 
» Manila rose 

‘which is only | 
70% of the estmated tevel needed to | 
support the basic nee “an average 
family of five. The average pay gf farr 
YY 


aged 23.1% but averag 
of factory workers' iM 
179049 P 57: 






17.7% to P 46.67 a dav.- 

However, there has been a notable 
increase in the number of strikes | 
prompted by charges of unfair lab | 
practices — a euphemism for such he dm 
as dismissal of union members or refusal 
by management to come to the bargain- 










strikes included complaints against 
practices on top of the | al economic 
demands. | E | 

This has alarmed many Pases 
men. They say that many of the recdfit 
strikes are "politically motivated" and, 
are the work of g groupe Ü lestabilise | 










MEL to liberalise non. a a key rr 





not n able to cope with the Rude com- |. 


petition and fold up. 

That does not augur well for the al- 
ready tense relations between labour 
and employers. Many employers, sad- 
dled with high costs of materials and 
working capital, have been retrenching | 
to avoid or reduce losses. 
total of 1,479 firms stopped operations | 
— 169 permanently. By May this year, 
another 511. establishments ‘had either 
closed shop (58 of them permanently) 





or retrenched. This has caused consi- |. 


derable agitation among labour Organ s 
sations. M 

Strikes, either to oppose layoffs or to 
demand higher compensation, hav 
been on the rise. By the end of July, the 





number of strikes will have surpassed 


the previous record of 371 tor the whole 


| of 1985 — as of 15 July the figure was al- 





vers or takeovers. Whereas 1,127.) 
curities companies operatec in Japan | 
49, successive shake-outs have cut | 
e number to around 206 at present. Of | 
the pattern of growth now emerg- | 
t for the big four alone to get | 


















million man-days. 
| 


The strikes called in the 1984 period 
involved 118,006 workers, almost dou- 
ble the 59,565 number affected in the 
comparable period in 1985. These | 
strikes have resulted so far in losses of | 
nearly 2.1 million man-days, which, 


1 
ready 368. according to the Ministry of | 
| 
| 
| 
| 


| when multiplied by prevailing average : 
" earnings, amount to nearly P120 mil- 


Eon (USS5.9 million). In the whole cf 
1985, strikes resulted in losses of 2.45 


Demands for increased wages and 
benefits remain the prime cause of 
strikes as workers' earnings have lagged 
rice increases of essentials. For 
| 1985 the inflation rate aver- 








| for the workers.” 


| terprises employ some 64,000 workers- 


In 1985, a |* 






| strikes were led by unions affiliated with: 


the government. Most of the receat | 
| 
i 


the nationalist-oriented Kilusang Mayo | 


. Uno (KMU, or May First Movement). 


Invariably. the five-year-old labour fed- | 
eration is labelled "communist" be- | 
cause of its espousal of leftist principles, | 
including what it terms "a change in the | 
system in order to provide real benefits | 











The concern is shared by fosei 
vestors in the Philippines. Foreign en- 


whose earnings average P2,400 a" 
month — well above the national aver-g 
age. Executives of these firms see thg 
five-month-old government of Presi* | 
dent Corazon Aquino as adopting “Left, 
leaning" labour policies. Labour Ming | 
ter Augusto Sanchez has been charged. 
with being not only “pro- labour" but "a ; 
communist” as well. —— l E 
The business sector 


















' speech, a 
| policies {hat included the reduction of 
Va vote needed bya union to call a 
| strike from two-thirds to a simple 
'| majority, and fhe lowering to 20% of 


| the number of workers in a company 

|. needed to petition for a certification 

| election or to register a union. Aquino 

| also declared. that unions"T 

| 15-day cooling-dft#triod from the filing 
A strike notice to the actual walk-out 

| in of. union-busting. She also 

| 

| 






























pledged to abrogate repressive labour 


legislation passed during the Marcos ad- 
ministration, a | 
called the. new policies 


lising" for the fledgeling gov- 
“ernment. ‘The American Chamber of 
Commerce of the Philippines said the 
„changes would certainly discourage new 
amia A the country. The new 
.^ yolicies are already being implemented, 
~ he Labour Ministry says, 
A has yet to promulgate official 
Nome to formalise them. 


e has been over pronouncements by 
Sanchez that tend to favour the labour 
sector. Sanchez. isa former 
human-rights. la wyer, a former ^ 
corporate lawyer andmemberof | § 
the now-defunct Batasang Pam- |^]. 
bansa (national assembly). The | 
minister provoked debate when 
he urged firms to adopt profit- 
n e schemes with employ- 
ees, Employers quickly ganged 

iA labour minister over 
that proposal, which was called 
“a communist idea." Sanchez 
clarified later that the propo- 
sal was.just that, and not in- 
tended to become a mandatory 
policy: 

At any rate,, discussions on | 
the merits of the profit-sharing 
cheme continue. For instance, 
KM, though pointing out that 


p 






= 








higher wages are still the most impor- 
tant consideration, said that profit-shar- 


| ing is actually practised in 1,000 US 
| firms benefiting 10 million workers in 


that country. In the Philippines, such 


large entities as S. C. Johnson and Co., 
mercial International Bank and REM 


eir workers. 
oor 





| eee ai have expressed disap- 


y's inability to control strikes, though 





m year. One ministry official said: 

e contribution of the ministry in 
ms of industrial peace is to dispose 
strikes in the fastest wey y possible 





nay forgo a 


though 


United Laboratories, Philippine Com- 


Corp. have existing arrangements with | 


pointment over the Labour Minis- 


tre has actually been a decline in the 
difration of most disputes — from a me-. 
| Ajan of 19 days in 1985 to 12 days so far 


But the bigger worry among employ- : 


in exchange for a no-strike commit : 
for the same period. Sanchez dismissed - 


the recent wave of strikes is preventing 
new investments. Remarks attributed 
to him pointing to "political instability" 
as causing investor hesitancy have 


Sanchez has. refused to accept that d 


placed him on the spot. Also, employers | 


say he can be arrogant and undiplomatic. | 
when dealing. with businessmen and 


foreign investors. 

In one forum on the labour situation, 
for example, Raul Concepcion, presi- 
dent of appliance-maker Concepcion 


Industries Inc., recommended that em- 


ployers and labour groups work to- 
gether to develop 
package plans" that essentially: include a 
set of pre-determined wage increases 
and benefits over a period of five years, 





the proposal outright as "hard to accept 
and possibly to implement." 


It was also proposed at the same 


forum that labour unions be discour- 
aged from raiding companies. 
there are already existing. co 
bargaining. agreements (CBAs). San- 
chez justified the unions’ 
said SUN. of these CBAs were 
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"sweetheart contracts" anyway. A 
meeting of the influential Makati Busi- 


-ness Club the day after the forum was 
alive with criticism of Sanchez’ attitude. 


Some of the businessmen were talking 


| of going to Aquino to seek his aes 


If that move had gone ahead, 


would not have been the. first of ii i 


kind. In early June, a group of execu- 


tives from big corporations called on 


Aquino and listed Sanchez as their 
No. 1 problem. During a dinner with 


Aquino recently, visiting US Secretary 


of State George Shultz brought up the 
US businessmen's complaints over San- 
chez' policies. 


Sanchez refuses to be bothered by 
these. He is convinced that the current: 


outpourings from the labour sector 
manifest energies which were bottled up 


during the Marcos government. From. 
kers the. declaration. of martial law in Sep- 


972 until: 1981, strikes were 


"voluntary labour 


ment 





moves and | 


N 


| workers that there is also the interest 
| the nation at stake. His ministry tries ti 
. consider the rights of both sides. 





| &rom being united. When Aquino de 
 clared that she would drop the one-in 
. dustry, one-union policy adopted by th 


claims membership of some 600,0 
j-nationwide. The federation gained sup 
. port among the workers for its high b: 
. ting average in securing wage increas 


| tc this effect is being viewed as a. d 
facto freeze, which could partly be. the 


unions scramble to negotiate with the 


7 phogranime Me at the rural 





SOME Ve thé ` repressive uie impos 
by the Marcos government also serv 
as excuses for abuses against works 
the unions claim. x 

Sanchez says that in adjudicati 
labour disputes, he impresses upon t 



















































The labour movement itself is. fa 


Marcos administration, many saw tha 
as favouring the KMU, which ne 


Also, its strategv cf organising. 
lances" among various groups in ci 
tain areas — including those of worke 
from other federations — firmed 
ability to mobilise groups. 


MU chairman, Rolando Olalia, 

vice-chairman of the leftist Bago 
Alyansang Makabayan, which | 
planned a nationwide’ strikes 
| 26 February — which was. pi 
empted by Marcos' depa 
into exile on the evening of 2 
February. KMU claims tocon 
trol the unions of about half o 
Metro-Manila's industrial capa 
city. KMU is a leading voice ii 
the Sanchez-initiated Labou 
Advisory and Consultat 
Council, which the labour r 
ter consults on labour issue 
asks to draft policies on beh 
the labour movement. Le 

The Labour Ministry do | 
not intend to: follow .the pr 
vious government's practi 
of pegging mandatory basic 
wage rates, which have beer 
widely violated in the... pa: 
Current thinking in the ministry i: 
market forces will be allowed to v 
in the area of wages. Nonethel 
A«uino's recent policy declaratior 








cause of the current rash of strik 







employers. 

The total number of workers 
fected by strikes is actually a small 
pertion — 0.6% — of the total w 
force. The number of workers cove 
bv CBAs arranged by unions is 287,000 
or 1.5% of the total employed. Clearly 
the most pressing problem in the labo 
area is the plight of the 2.6 million un 
employed, and the 708,000 persons er 
tering the labour force nd y. 






























mic and Development Autho 
(Neda) has formulated an employme 

























iare, an emergency employment 
that will provide livelihood oppor- 


to the rural population during sea- 
Tulls in employment. Essentially 





workers in the farms. 





Loans 














pervisors to monitor and make cor- 
ponding adjustments to the projects. 
c ipea: programme ci i dur- 









pine economic policy rm 










nd half of the year, due largely to an 
ected boost in spending in the cour- 





o expand by up to 1.5% for the 
ar, compared with last year's con- 
Yo. Despite this op- 














i r period, - is piein a ‘to al 
ture programme of up to P1 12 
| (USSS. 5 eon), funded, main} y 


























ver, is expected to be short ir 
27-30 billion. The IMF i 





to support the programme, and 
present a stamp of approval which 
ila hopes to use in persuading com- 
lenders to provide further as- 








Philippine. Government is seek- 
m the IMF a standby credit « 


t pers lent oe US$7 j ds e E A 
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T jal Goods, sete as cigaret 
Also, t: riffs t 


ng “the four programmes is the | 
ent for People’s Livelihood and 


and alternative sources of in- 


programme is designed for unpaid | s 





»p to P100,000 are planned for | 
iciaries. However, the loans will be. 
s| ead over six years, to enable project 











independent analysts see mod- | 
growth in the economy in the sec: jd 


de that should perk up consump- | 
he gross national product is est 


overnment said on 28 ied 


rary Fund support on M a ; ioni wm 
revenue under the programme, | 


tapped.for new credit. oM 










id schem dedis: with workers 
12 from overseas jobs. Currently 
there are close to 390,000 Filipinos 





-working abroad, including 51,000 em- 


ployed as seamen. Owing to the shrink- 
rkets, particularly in the Middle 
hese workers are coming home to 
he rate of 20,000 a year. Having 
xposed to high wages, these 
voulc logically be shying eway 
from. the low salaries offered by local 
employers. : 
For thes 














mg workers, the 
Ministry will be offering a pro- 
gram T that will discover and hone 


























ris have been removed — which 
Id result in added revenue if the 
anticipated surge in imports of raw mat- 
erials, resulting from the demand- 
inducing programme, materialises. 

In the first five months, total imports 
fell-by 5.2% (from the comparable | 


period the vear before) to US$2.05 bil- 
i -i lion, of which raw materials and capital | 
600 million special drawing rights 


goods amounted to US$1.65 billion, up 


7.5% from the previous year's level: On 
-| the other hand, exports in the same 
- | period amounted to US$1.92. billion, 
' | down 0.4% from the year-ago value. 


. The Philippines continues to argue 


| for easier repayment terms for its out- 
jé IMF, | standing foreign debts of US$26.3 bik 
| some degree of misgivings is | 

s ed over the estimated revenue | 
| pinen 
" itors in September to ask for longer re- 
, payment periods for the loans. A prc- 
, gramme for the conversion of some 
25 i| of these loans into equity investments 


lion. If the IMF agrees to support the 
expansionary programme, the Philip- 
gotiators will go to its bank cred- 





tec Philippine industries has 
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| ported products, have been raised — 
i though: quantitative restrictions on such 


| 
| 
| 
| 
| 
| 
| 





money deducted foi worke 


imports 


Balance 








while abroad. The ministry 
them in selecting their own sall 
nesses or in identifying and xploiti 
markets for certair Phi ippine products 
in the places where theyvNisec 

Theresa Capellan, head ofthe minis- 



















trys  management-operations group 
which formulated these programmes, 
says the mirfiStry is also actively pushing 


for certain major e economic policies that 
will correct economic structyres that 
hinder employment creation Come” of 
these is the need, she says, for a land re- 
form programme to stimulate rural-sec- 
tor activity. 
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been announced. With debt-servicing 
eating up nearly half of the country’s 
revenue from commodity | 
exports, a more bearable 
burder would boost th 
economy's chances. id 
growth, Mamla policy- 
makers insist. ~ 

The inflation rate slowed 
to an annualised 2.9% in the 
first five months, compared 
to 39.7% in the same period 
last year. The growth pro- 
gramme for the second half 
of this year. however, is ex- 
pected to push this up to 
around 6-875, according to 
the policymakers. Increased 
money in circülation is ex- 
pected to push the rate of 
expansion in reserve money 
© (currency issue plus banks’ 
reserve balances with the central bank, 
less cash in treasury vault) to around 
15% for the whole year, compared to 
13% in 1985. 

The push on domestic demand isex- | 
pected to woo investors, who have re- | 

| 
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mained largely or the sidelines despite 
the general conficence m the new gov- 
ernment of President Corazon Aquino. 

In the January-May period, a total of | 
2,947 new business enterprises were set | 
up. down 6.8% from the comparable | 
1985 period. Total initial paid-up capital 
in these businesses reached 2618.6 mi ! 
lion, down 38% from the. Janmwa 
1985 level. 

The perceived instability in the 
labour sector has been blamed partly for 
the continued low investor interest 
Strikes continue. to’ grow to recofd — 
levels, as corporations find it increds 
ingly difficult to cope with workers’ d 
mands for higher wages and benefgfs. 
Also, the recent string of strong ty- 
phoons, accompanied by severe flood- 
ing, inflicted sericus dama eto farm ac- 
tivity. 
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à a s look at some numb ers. 2 
«AG | editors and reporters, 















ul special correspondents and | 
E ‘scores of contributors, the largest — 
and most highly qualified editcrial 
statt of any publication in Asia. 
297,000 readers each week, a 
three-fold increase since 1975. 
-92.5 percent of subscribers 
in business and industry are 
top or operative management. 
2591 pages from advertisers of 


quality products and services who . 








have chosen to reach our kine ngo 4 


BL cone in the oss bec d | 








"Aade our i Soe aa sinh the 


|. When the Review speaks, the right 
. people listen. — 





. Unparalleled influence in Asia. 
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Its easy to put on a smile. Airline hostesses do whole nation of girls whose warmth and natur 

it all the time, unfortunately: friendliness is legendary, even amongst the mo 
But a smile that comes from the heart and is hardened of travellers. 

echoed in the eyes, cant be faked. Not for nothing has Thailand become famot 


A: Thai we're very lucky. We can pick froma as The Land of Smiles. 





Cover her mouth with your hand 
and see what happens to your friendly hostess 


Every travel writer has said it, one way or another. 

The natural joie de vivre of the Thai people is 
‘epressible and infectious. 

And it makes not one iota or iata of difference 
hat you paid for your ticket. 


From economy to first-class, the same spirit 
of courtesy, helpfulness and respect holds sway. 

Which is why our passengers say goodbye to 
us with a smile. 

And it won't be put on. = 


Smooth as silk 











H uld if he id 
e WOUIG Ii ne Could. 
Sending a refugee back fercibly may . woO'ld-wide efforts to help refugees 


result in imprisonment, tortura, and even Y This advertisement asks for your zom- 
death. Of course, a refugee may go home y passion and understanding of the en e 
paght. If you wish to become involve d in heip- 


if he no longer tears persecution, but in | 
many cases thet means never. ing refugees, please contac’ the UNHCR 
O'fice in your country or a voluntary agency 





One of the functions of the Unitec fice ( 
Natiens High Commissioner for Refugees YLL which is concerned with refugees. 


is to co-ordinate U N HCR 


United Nations High Commissioner for Refugees 











1986 Passport 


‘ional Car Rentals 1986 Passpor 
Rates are now available! The Passport E 
Program gives your clients guaranteed low 
rates, simplified one-way rental programs 
in many locations and the confidence of 
knowing, you and your clients are getti 
National attention. 

For reservations or information 
call: Hong Kong 5-241361, Australia 008-331181, 
(Melbourne) (93) 347-2333; Japan (Tokyo) 
(03) 216- 5019. 5 Singapore 2353474. 


Sample Rates. For more information call National. 























MEXICO 


rfc tiene 





In Europe, Africa and thc Middle Eas 
it’s Europear. In Canada 5 hicen. 





*EUROPE: Guaranteed in local currencies. Mirmum seven day rental CANADA: Guaranteed in loca. currency. Minimum seven day renta. MEXICO: (Guaranteed in 
U.S. Dollars. Minimum two day rental. USA: Guaranteed in L.S. Dedars. Minimum seven day rental 


Reena 
All rates are based on Class A Car Groups ard are valid until Oct. 31.1086. Other rental charges and sestric&ons apply. DFS/NAT/86 
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s ee But the company's 
hálf-million Nareholders spent a ner- 
vous weekend ‘tate in July wonder- 
ing whether its feisty.chairman, Dhirub- 





‘bhai Ambani, would manage once again | 
to intervene in defence. of its. ‘share 


price. 


vious stockmarket am- 
bushes iby. his; 

T PR ter . 
competitive textile in- 
dustry. But a 22 July 
turn of events struck at 
tke root of Ambani’s | 

ility to prop: up his | 
»fip-any longer a i oe 
nance. Minister V. P. 
Singh promised parlia- 
mentarians that if Re- 
liance-controlled shell 
companies were shown | 
to have borrowed bank | 
money for stockmarket | 
speculation, not only 
would the loans be re- 
called, but the case 
would be referred to cri- 
minal investigation. 
.. Singh's pronounce- 
ment followed a prelimi- 
nary report by a Reserve 
Bank of India (RBI, the central bank) 





team probing the advance of Rs 592,800. 


(US$47,360) in credit to some 63 hastily 
concocted (and whimsically named) 


. Ambani companies against the security | 
of Rs 919,000-worth of Reliance shares | 


and debentures. T he central bankers 


 arge that the nine commercial banks 


wich made the loans were lax in mak- 
ang sure that the money would be used 
for productive, rather than speculative, 
purposes. | 

Down went the price of Reliance 
scrip, shedding more than 1396 in a 
single day and dragging down sentiment 


across the board. Up went the placards: 


in Hutatma Chowk, Bombay's banking 
hub, as labour unions demanded that 


the government “punish the guilty" - 


bank managers and "&top the misuse of 
public money.’ " 
€ SLOGANEERIMG aside, though, 
Bombay cynics hinge that what might 
be driving the Relidwce drama was not 
‘so much high-minded public interest as 
private, corporate skullduggery. Am- 
-bani has acquired no few of enemies in 
his. decade- -long scramble to industry 
| minence. After failing i to erop bim 


T ll buoyant Reliance 


Reliance ak : sürvived several. pre: 






























Singh: shell shock. 


the | 
E beat Teong notwithstanding, some 


up on him. in the press and: in | New | | | Bombay merchant bankers see S: x 


Delhi's corridors of power, according to 


Reliance sympathisers. 

"That's the „way corporate infighting 
goes in India," a banker laments. “In- 
stead of a go d, wholesome game of 
‘takeover,’ we wind up playing *drag- 
under.' And everybody loses in the long 
run: productive capacity, business 
ethics, entrepreneurial spiri nd capi- 
tal-m ark et institutions all su ae 

. Paradoxically, the banker adds, the 
very ban on bank-financed share specu- 
., lation which felled Am- 

| bani is one of the chief 
| causes of corporate 
| back-biting. “The only 
kind of capital | that 
| would-be raiders can get 
their hands on is politi- 





Sat 


down their rivals, the 
banker says. Without 
|| access to credit for a 
takeover bid, no top- 
i line Indian industrialist 
| is financially strong 
| enough (on his balance- 
“sheet alone) to force a 
merger upon ary simi- 
larly seeded business 
~ house. 
Such a stand-off oc- 
'eürs, however, -only 
‘when the corporate ag- 
gressor is picking on 
someone his own size. 
Where the contestants are mismatched, 
the relatively small fry finds himself 


without access to bank finance to de- 


fend his scrip against a balance-sheet- 
based assault by a much larger corpo- 
rate suitor. The biggest Bombay and 


'New Delhi business houses have scores 


of billions worth of financial weight 


to throw around, while some ‘of the 


longest- -established and best- -managed 
family companies in southern India 
have assets totalling just a few percent- 
age points of such amounts. 

e THESE disparities might help ex- 


plain the seeming incongruity in the an- | 
nouncement some weeks ago that Mad- | 


ras, the traditional redoubt of south In- 
dian financial conservatism, had. sud- 
denly sprouted a go-go "financial super- 


market." The South Asian Financial 


Exchange (SAFE) was launched by a 


| consortium of 28 business houses in 


Tamil Nadu and Karnataka, with a com- 
bined turnover of nearly Rs 23 billion. 
The company's chairman, G. Lak- 
shminarayanan, promises a "one-stop 
shop" of “total financial engineering,” 
including equity investment, leasing, 


venture capital, consultancy, merchant 
banking and industrial lending. But, up- | 


| 


purchases of India Fund shares. 


cal“ capital" to. bring 


| tirely on equity: “Money-market instru- 
ments" are also allowed, at least during 
| the fund's start-up phase. Brokers may. 
. fret at the channel this opens for liquid- 
| ity to leak out of the bourse, but at least 
bankers can take some comfort. tha 
| their funding base for discounted bill 
| might not shrink quite as fast as feared 
| Such instruments are currently sup 
| ported largely by NRI deposit accoun 
. whose balances can be expected 





| mutual-protection 
| business houses against potentia 
_ ers from the north and west. _ 


| are up to, one can only wonder at the 
| fox they have chosen to guard their hen- 
| house. For expertise and financial back- 
| ing, they have turned to Elders IXL, th 
' burgeoning, 
. business empire that has blazed a take- 
. over trail through Southeast Asia in its 
. bid for Pacific rim beachheads,. 
| € NON-Resident Indian (NRI) inv 
OFS, 
| world capital markets, pose anott 
| type of takeover threat to Indian in 
| trialists, as dramatised by th 
| narrow escape of Escorts from. 
clutches of London-based tycoon S 
| Paul (REVIEW, 31 July). 
. memory of such adventures might hz 
| prompted RBI governor R. N. Mall 
| trato warn a Bombay Rotary Club au 
| ence recently that NRI portfolio i inves 
| ment was welcome only for new end 
| vours and plant modernisations, a 
not for raids on going industrial. cor 
| cerns. 


| has launched a tailor-made vehicle fo 
sanitised offshore investment in Indi; 
equities: the closed-end "India Fun 
| scheme, some £75 million (US$112 
mill ion) of whose shares are now being 
: lavishly flogged (with the help of Merrill 
| Lynch) in Europe and the US. 


| ing forward to a much-needed boost 
| the local bourse's liquidity, howeve 
. close squint at the fine print in the fu 
| unit-purchase agreement might damp 
| hopes. First off, there is a declared 
. jective of “long-term capital gain 
| opposed, presumably, to quick-tu 
| speculative profit). Then, there is à pro- 
| vision for using India. Fund proceeds to. 
buy over assets already held in the . 


| the market. 










































































mission as primarily defensive 


pact of southe 


If that is indeed what the southerne 
Australian. 


rough-hewn 


with their unfettered access 


The f 


To assuage fears of predatory N 
investments, the government itself 
through its Unit Trust of India (UTI) 





In case Bombay punters were look | 


portfolios of other UTI schemes, rather . 
than directly injecting fresh funds into | 


Nor need the proceeds | je spent che 















shrink somewhat to make room for NR 




















Heinish McDonald in Sydney 


jlacating a bearish foreign-exchange | 
market that was driving the Ausira- 
an dollar to record lows, Treasurer 
ul Keating has announced a wide 
range of inducements for foreign invest- 
ment in Australian securities. com- 
anies and property. 

* Included was a reversal of his 1 July 
decision. to ‘remove exemption from 
10% withholding tax on interest paid 
on Australan- -dollar securities “widely 
held" overseas, an ill-timed move that 
d done more than anything else to 
: n foreign confidence in Australia 
yad virtually halted issues of Aus- 
ollar Eurobonds. - 

Ihe latest run on the dollar Was 
ed by the 24 July. publication ofa 
% tise in consumer prices for the 
€ quarter, giving an 8.4% inflation 
for the 1985-86 fiscal year. Al- 
ugh this showed an improving trend 
1.3% rise in the year to March, 
































^A Correspondent in Rangoon 

most two years after Burma an- 
rounced the formation of its first 
venture with a foreign company, à 
ser of other firms are still involved 
g-term negotiations with the gov- 
ent te set up manufacturing planis 
ngoon. Although the agreement 
en Burma's Heavy Industries 
; (HIC) and two member com- 
panies of West Germany's Fritz Werner 
group.to form Burma-Fritz Werner In- 
Hustries Co. is Ea to d 











1e ther foreign companies 

According to market source s, five 
ign companies are aegotiating the 
rmation of joint-venture operations 
h Burma — four from Japan andone 
om Britain. At least two of the com- 
nies have been involved in negotia- 
ons since 1982 and all four ee | 
mpanies have been involved ii 





| each year, used mostly 








securities by major foreign investors. 
Representatives of Japanese institu- 
tions said Japanese life-insurance com- 


-panies and trust banks had been selling | 


Australian bonds since the dollar hit a 
brief 74-US cent peak in April. This had 
gained pace since Keating's 1 July deci- 
sion, with the less-liquid, semi-govern- 

ment securities being sold off first. Mer- 


Chant bankers said US investors had || 


also joined the selling. 


With the dollar barely holding the 


60-US cent level at the close of trading 
for the weekend on 25 July, traders saw 
the prospect of further.. downward 
mevement and the chance of a quick 


killing when markets re-opened on 28 | 
. July. Many dealers and principals took f 


short positions on the Australiar dollar, 
with a result that fulfilled expectations 


when the dollar hit an all-time low of | 


57.1 US cents late in the morning. 


Many traders moved in at that stage - 
to close their positions and take their. 
The dollar was already re- | 
bounding when the Reserve Bank of | 
Australia (RBA, the central bank) an- 
nounced a lift in its "rediscount rate” — 


profits. 


Burma stalls talks on setting up: manufacturing joint ventures 


local assembly of imported parts, sup- 
plying technical assistance to HIC since 
the early 1960s. 

" The four Japanese firms are Hino, 
which supplies parts to Burma to assem- 


| ble about 200 heavy trucks and 50 buses 


a year; Matsuda, which supplies parts to 
assémble about 100 Jeeps annually in 


| Rangoon, mostly for supply to govern- 
| ment 
| supplies parts for the assembly cf about 


departments; Kubota, which 


500 two-wheel, hand- Poun cractors 

y rice farmers, 
and Matsushita which supplies parts to 
assemble dry cell batteries, transform- 
ers, radios and TV sets since Burma 
launched its domestic TV service sev- 
eral years ago. 


‘The name of the British company is 


| nàt known. However, sources say the 


firm iE es boat cin andi is look- 


at boats. which à are earning increasing 
foreign exchange through catching 
j| high-value prawns for export. 
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Ruins à induce nts. 


to ics it accepted d aa 
monetary Pee iat , 
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Originally expecting ü decision from 
the Burmese Government by the end of 
1985, the four Japanese firms are still 
awaiting a decision due to the ill health 
of Minister for Industry No. 2 Muang 
Cho. Negotiations have been at a 
standstill while Muang Cho, in charge of 
the Burmese negotiating team, , has been 
hospitalised. 

While negotiations wait to be re- 
sumed, several issues have yet to be re- 
solved before the Burmese Gove - 
ment and any Japanese firm sign a joi 
venture agreement. The stumbling 
block so far has been the Burmese re- 
quirement that joint-venture companies 
should producé new as well as estab- 
lishe d products and that partof the com- 
pany's output should be exported. As 
with most Japanese companies with fac- 
tories throughout Asia, the four joint- 
venture applicants want to make pro- 
ducts designed and developed by their 
parent companies'in Japan» It is under- 
stood that none $f the firms envisages m 
setting up facilities to develop new pro- 
ducts in Burma. E 

















he other difficifity is the Burmese re- 

quirement :hat part of production 
should be for export. With other coun- 
tries in Asia also keen on local assembly 
rather than importing and the four com- 
panies already having production 
facilities elsewhere in the region, the ex- | 


























were ndei by the 
broad indicator, the 
; Index, down 25.4 points 
io. 1,094.3 — bringing the fall 
May peak of 1.247 to 1296, or | 
nts. Share-price index futures | 
| 1 Se] tember index futures | 


rm Op- 

a uced a 10- 
point rebound in the linaries t 
next SR 


| 
| 
| 
4 
| 
| 
j 
US c cent ange until ES. 1986-87 S 
yudget speech on 19 August, with June | 
balance-of-payments Bgures the main t 





^^use of movement before then. Matr- 

= g to a deficit as low as 
A$4-5 billion range, 
t year's ASS. 7 eolon 


But Ja anese institutional sources 
said they had already lost patience with 
the Austr dollar, having seen the 
yen value of holdings cut in half over the 
past 18 months-and no change in “direc- 
tion” for the dollar. “If we have a 
chance to sell our Aussie bonds maybe 











Under a two- nee ae annie toset up 
operations, Burmese | 
| cians would be sent to Japan for 
ng during phase one. when produc- 
id be for local distrib 
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But realising that Toss 


| isa very hard decision for us.” 


Pessimism about the Australian 
Labor Party (ALP) government's abi- 
lity to cut the federal deficit is one 
cause. But Japanese analysts also say 
the economy is still “under water,” with 


commodity prices unlikely to rally for at | 
least a year and an invisibles deficit ! 


forming 60% of foreign-debt servicing. 
The Australian currency would also ride 
down with the US dollar against the yen. 
Even so, high-yielding Australian 
bonds seem unlikely to disappear from 
the portfolios of Japanese institutions 


given the short range of alternatives. 


One representative said that with the 
yen appreciating the institutions were 
finding it “hard to find a better market 
than Japan.” Should the Australian dol- 
lar slip to the 85-90 (54-57 US cents) 
range from the current ¥95, Japanese 
institutions could resume buying Aus- 
tralian bonds. 

Like other foreign investors, Japan- 
ese institutions were also reviewing 
other investment avenues after Keat- 
ing’s latest announcement, which swept 
away most of the nationalistic protec- 
tion of Australian companies, farms and 
properties installed in the early 1970s by 
the previous ALP government under 
prime minister Gough Whitlam. 

Restoration of — withholding-tax 
exemption for Eurobonds and the like 
won immediate applause, though Keat- 





Then under phase two with a trained 
workforce, the factories would manu- 
facture parts for export to other plants 
run by the companies in Asia to be used 


| in assembling final products. 


So far, the Burmese Government 
has not accepted the idea of exporting 
parts only and is still maintaining its po- 
sition of wanting joint-venture opera- 


tions to export finished products to 
maximise their foreign-exchange earn- 


ings. "The Japanese companies are 
waiting for a change in attitude by the 
Burmese Government," said a source. 
"But there is a feeling of pessimism at 
the moment because the government is 
requesting joint-venture companies to 
make new products for export. The Ja- 


* panese companies are willing to make 


parts to export to their factories else- 
where but Burma wants complete pro- 


| ducts exported." 


Observers believe that one advan- 


tage enjoyed by Fritz Werner in estab- 
' lishing a joint venture, apart from its | 


long-term relationship with Burma | 
stretching back to the early 1950s, was 
its role as an armaments supplier which | 
greatly enhanced the strategic value of 
the relationship. In the late 1950s Fritz 
Werner helped set up a factory to make 
G3 rifles in Rangoon and has helped in 
setting up production of small-arms am- 
munition locally too. 

, Under the omne neue A 





| 
| 
| 









vidends ad to foreign residents 
or 30% depending on whether or no 
the country concerned had a doüble ta 
treaty with Australia), and abolition 
the 5% tax on profits remitted: fr 
branches (rather than subsidiaries 
foreign companies. 

The Treasury’s Foreign Investm 
Review Board (FIRB) was reduced 
the role of monitoring and recordin 
vestment proposals rather than vetting 
them. Foreigners can now take. more 
than 15% of Australian manufactures 
without having to prove economic bene 
fit or find Australian partners, though 
the FIRB can still intervene to protect 
the “national interest.” 

Hotel and tourism investment in 
particular will be promoted by the abol- 
ition of the 50% local equity require- 
ment for purchases and development of 
real estate devoted to service industries 
Rural properties of up to A$3 millio 
may now be bought, as long as a thin 
of the price is spent developing the land 
Above that Australian equity is rë 
quired, but this can also be waived 
where economic benefit is proved. In- 
stitutional investment in Australian 
property is encouraged by the lifting of 
the ban on foreign purchase of dë- 
veloped, non-residential commercial: 
property, though 50% Australian. eg i 
Is required. | 
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signed by Fritz Werner and the Bu: 
mese Government, Burma-Fritz Wern 
er Industries has been set. up 
"make, invent and install machin 
tools, machinery, equipment and man: 
ufacturing aids." Machine parts. ani 
tools are planned to be the main produc 
lines initially for local use. The firm’ 
export programme is not known. 





























F or the West Germans, the task so fa 
has been to try and set up a modern 
factory using modern manageme 
techniques. Productivity is one ar 
which is believed to have proved fri 
trating, with Burmese tending to wo 
better individually than as team mer 
bers which a factory environment de 
mands. Achieving longer term market 
ing aims has also been slow. "It has no 
been an easy job so far. [Foreign Staff 
are trying to help the Burmese with ex 
port promotion but Burmese are no 
| businesslike,” commented a source. . 
Burma-Fritz Werner Industries w 
set up with a capital outlay of Dm 15- 
| million (US$6.9 million) plus the equ 
| valent of Dm 3.75 million in kyat, TI 
cae up $e is the kyat.e uivalent. 
1.25 million, plus 5 million in. We 
German currency. HIC has provide 
60% of the capital outlay and the. twi 
Fritz Werner group member 
However, the government fore 
ture joint ventures being set üj 



























































euer incentive ^ 
ared to tax-holidav advantages. ayer- 
ging about five years, granted by most 










































































ttract foreign investment in manufac- 
turing. The investment cost to Burma is 


million for the whole project. Fritz 


. ment, licences and materials. 
=- Among other elements included i 
the joint-venture agreement were that 
the company's board of directors would 
have six members — :hree from HIC 
d three from Fritz Werner. The 
Ministry of Industy Nc. 2 has reserved 
e right to appoint the managing direc- 
from board members; while the pro- 
tion and general managers for ad- 
inistration and finance are appointed 
HIC. Fritz Werner has reserved the 
ght to appoint the technical manager 
d the general manager for sales. 


f hile the company can use up to 
W 75% of the capital investment sum 
ely, use of more than this amount or 
ising of additional capital from 





ma's Ministry of Planning and Fi- 
ce (MPF). Fritz Werner is entitled 
emit Burmese currency profits over- 
as, subject to agreement by the share- 
ders. Expatriate staff are entitled to 
it 75% 
h approval from the MPF being re- 
tired for a larger proportion. 
AS part of the agreement, the gov- 
'rnment undertook 1 no: to propose the 
'ómpany 5 liquidation for 10 years while 
e Fritz Werner partners are guaran- 
ed a five-vear life span for the com- 
any. However, both sides agreed that 
reconcilable differences between 
em would lead to the company's liqui- 
ation. 


set up more joint- -yenture operations, 
mown in local socialist parlance as 
‘mutually beneficial economic coopera- 
on,” foreign observers now feel that 
-progress will not be as fast as initially 
anticipated following the signing of the 
| agreement with Fritz Werner. 
- SAt the time, many people thought 
f the Fritz Werner agreement was the 
-first step for more joint ventures," com- 
mented cne diplomat. "But now we 





more tailored for Fritz Werner than rep- 


cent demonetarisation, new curbs on 


ting foreign companies. These 
ctive moves are not moves opening 
up tc ‘the world," he said. ` 





dow com- 
other Southeast Asian governments to 


edis to be the kyat equivalent of Dm | 


Werner's capital investment is under- 
stood to be mainly in the form of equip- 


holders requires approval from - 


of their incomes overseas | 


have concluded the agreement was 


| resenting a change in Burma’s economic. 
policy. Now government economic po- | 
y is more restrictive [as shown by] the | 


awful property acquisition and also 
lishing technical assistants repre- | 
re- 


^ While the government would like to - 
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By Mohammed Aftab in Islamabad 





vakistan is facing a problem of plenty. 
“The taxpayer and the textile indus- 


try are footing the bill for the konour of 


Pakistan becoming the world's No. | ex- 


'porter of cotton. Cotton became a prob- 


lem when 


to a bale) in 1985-86 (ending 31 Au- 
gus:), up from 5.8 million bales in 1984- 


85. The purchase price is higher than the 


international market price. which 
means the government and its export | 
monopoly — the Cotton Expert Corp. 
(CEC) — has to foot the bili for the 
loss. 

Since domestic consumption re- 
mains about 2.8-3 million bales a year, 
each bumper crop means concerted ef- 
forts to export the fibre to traditional 


markets in Europe and Asia, and to find 


new ones. Islamabad will have to work 


harder since its major buyer, China, is 
now a net exporter in the international 
market, in competition with Pakistan. 
China harvested 27 million bales of cot- 


.tón in 1984-85 and offered a consider- 


able quantity in the international mar- 
ket last vear. Chinese exports are ex- 


of its effort to reduce its trade gap. To 
compound the problem, cotten prices 
have crashed to a level that has not been 
seen in recent years. 

The 1986-87 cotton crop is threatening 
to be even bigger, in the range of 7.5-8 


milbon bales. Pakistan is not used to 


that kind of abundance, thoughits farm- 


ing sector has some experience with 


foocgrain surplus — rice has been ex- 


ported for decades, while sugar presents 


a mixed bag. After years of inaction. 


during which the cotton yield was ex- 


tremely poor, the government and the 
industry made use of new technology | 
and price incentives to boost produc- - 
tion. Cotton yields rapidly increased 
t the past six years. It was 302 Ib an 


Pakistan faces a problem of surplus and low prices» ay 


the nation harvested à | 
bumper crop of 7.1 million bales (375 Ib 


pected to rise sharply this year, as part | 













giganti re trier Hin emer ede pter 









but dropped n »2021 


ing severe insect ~ 
drought. The vield TOSE 
in 1984-85, 


The record rise in'ü " | 
cotton in 1985-86 was tbe result of the | 
introduction of Nayab:78 — which : 
yields twice as much ds ther varieties | 
— and the generally favourable weather | 
conditions, said the Mi nistry of Food 
| and gend |t: Dc " variety was 
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E VIEWTABLE by Ficky Hi Foi ce 

| incentive was an 11-15% increase in the 

| purchase price —- at cf the govern- 
ment buys cotton from the growers 

| over the past five vears. 

| 


pu exported 3.86 million bales 
in 1985-86, which Mis: 75% more than 
2 million bales. H 


the export target of 2 
2 million'bales. 


| 

| 

bas a carry-over stock of. 

| while the new and still bigger crop will 

| be on the market from ! September — 

|< only weeks away. One of Islamabad's 

| major competitors is the US which plans 

| Males uod lb a 

ib 5 US cents 

| i poen Pakistani 

| he US sales" Spree 

| "dumping." Taiwgp. sti! If one of the 

| biggest importer «f Pakistan cotton, is 

| likely to switch to US supplies, CEC of- 
ficials told the REVIEW. 

Some of Pakistan's major customers 

| in 1984-85 were Japan, 323,489 bales: 

| Hongkong, 232,060 ‘bales; Taiwan, 

| 193,000 bales: Bulgaria, 100,470 bales: 

| ncs 8B. 946 - Dales; Thailand. 


E ate load 10 mg ón h 












| businessmen call 






ales; Belgium, 

72,521 bales; West Gua 58, TH 
bales; Sweden, $2,156 bales; Italy, 
30,394 bales. and others, 747,654 


bales. 


The export boom cost Pakistan Rs | 
aA SS 130. 9 million) in terms 


of the export duty lost during 1985-86, 
and the price difference at which cotton 
; purchased from the growers and at 
was sold at a loss in the world 
M Finance Minister Moham- 
Wattoo. The losses on 
n exports may escalate 
‘due to the continuing fall 
Aces and the maintenance of 
W price to farmers in 1986-87, at 
he government buys the cotton, 
"S. M. Usman, secretary-general of 
e All- p denne Mills Associa- 
dis PAT PRET he conser- 
*^Vative TN is in the range of Rs 4-5 bil- 
lion. 
. The cotton problem stems from a 55 
million-bale world surplus which has 
ced the US to clear its stocks at the 
. wowaway price of 25 US cents a Ib. 
The US cotton offensive beginning on 1 
Augkfsf follows the passage of a new 
farm bill subsidising farmers. The de- 
cline in the cotton price has been speedy 
and spectacular. It plummetted from 
.83.1 US cents a lb on 1 January 1984 to 
63.25 US cents on 1 January 1985, 51.15 
US cents on I July 1985 and 41.40 US 
cents on ] January 1986. It is expected 
to fall to 25 US cents in August. Abid 
Hussain, chairman of CEC said that 
Pakistan sold its cotton at an average 
price of 37 US cents a lb during 1985-86 
as the price decline accelerated. The 
CEC sold 3.86 million bales, but it still 
has a carry-over of 2 million bales. 

The textile industry in Pakistan is 
lobbying the government to reduce the 
price at which cotton is domestically 
sold to the industry. It wants the govern- 
ment to set up a stockpile at individual 
mills and that it be allowed to buy what 

requires from these mills at a govern- 
ent-set price. The government has yet 
to respond to the demands. 

The CEC's bid to sell abroad at cut- 
rates presents a problem for the domes- 
tic garment and textiles industry. The 
industry claims it is disadvantaged in 
having to pay 6-15 US cents more a Ib 
for Pakistan cotton while cheaper Pakis- 
tan and US cotton are available to its 
competitors abroad. Mian Mohammad 
Mansha, chairgr 'APTMA says that 

df capacky in the EEC is 
being revived to pro ess hrap US cot- 


























spindles, the [aes nd the most ine 
ern, which will spin out Pakistan from 
the yarn market," Mansha says. He 
notes that Hongkong, which was a reg- 
ular buyer of Pakistani yarn, is now 
buying Pakistani raw cotton — a shift 
from a value-added product to raw 


material. .u 





iis enakshi nO "ee 


vet. another cotton season draw ; to 
1dia wil eap a record c | T 
st Y at just over I Hn SIE 


ies Ma eer b cotton 


contrat government, which : is: ! 
the sc me thro igh 1988. 















q By Jose Galang in Manila 


he revival of the Philippine. sfoek- 
market has proven to be more than a 


|^ tial market euphoria following Feb- 
i Tuary's coup, trading remains strong. 
| with stocks from almost every sector 
having gained. Turnover in the first | 
| seven months of 1986 amounted to P5.4 | 
billion (US$267.3 milion), 30% higher | 


























































have recovered some of the 


a prolonged surge in the market, 


up to 6% next year. brokers expect 
tir Pis Milos. bul llishness. “We are 





! p in 1987. U v-Tioco betibues 
he market | is s just E d to | foretell 


. very P positive.” l T | 
The stockmarket revived on re- 
ewed confidence after a nearly blood- 
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By Hamish McDonald in Sydney d: 

AA hile the outcome of the three- 
A sided takeover battle for Austra- 
lia’ s biggest company, the Broken Hill 


clear, an early casnaltv has been faith in 


^. Pon 


Companies and Securities. Commission 
CINCSC). 







_ tion that surrounded the NCSC’s public 
inquiry into the controversial cross-in- 
nent of BHP and conglomerate 


fers IXL during the latest bid by Robert 





dence in Australia’s 
atchdog oa the part of the market's 
biggest players. — 








| seven-day wonder. Months after the ini- | 


ihar the combined total for 1984 and | 
1983. The prices of many commercial | ¢ 
nd industrial shares are at all-time | 
highs, while those of some mining and. 


| ost in the past two or three. | 
Br Brokers believe this is just the start | 
ch was "dead" for nearly half a de- | 
while the fundamentals remained | 


; With the economy generally ex- | 
sted to recover this year and to grow | 


apa full ol ae of E haus si 
‘pansion ary economic programme he 


“Proprietary Co. (BHP), is still far from - 






the country’s takeover rules amd the | 
ageney that applies them, the National - 


"The welter of litigation. and ; accusa- 


pimes à Court showed the lack of com- | 
sharemarket : 


"—————— sas 


E he NCSC lost face early in ithe hear- 


Philippine stockmarkets ie from years of despondency 


less popular revolt brought President 
. Corazon Aquino to power. Aquino has 
made economic recovery her top prior- - 
ity. and her economic planners have | 
drafted a growth-oriented programme 
for the next five to six years aimed at 
boosting purchasing power in rural 
areas, where 70% of the population 
live. This should help domestic man- 
ufacturin DB, now ne at isa than half 











stihl ertet 
BLES ES TEES RUS NERO EE el -— 


et Exchange. e dealer: alltime e àigh: share prices. * | 


emerge e a a a i a A ea atr a Tee e aE aa A ri A e a 


Australia’ S securities commission takes : a i beating 


judge overturned its “unacceptable 
conduct" ruling against the sudden pur- 


chase of a 5% stake in BHP by New 





. Zealand-based pra Tasman in 


_ closing days of the Homes à Court 
d. NCSC chairman Henry Bosch and 


other officials were accused of fantasis- 
ing an association between Equiticorp 
and. Elders (blocked from raising its 
18.5% BHP holding above the 20% 
takeover threshold), and attacked for 
refusing to hear what Elders bad to 





say. 
-Then as the NCSC hearings called i: 
tives and corporate advisei 






ing after the 2 


| Corp., Ayala Co 
| Corp. This hes Sp 


| activity has spread t 











NCSC ambit. Poorly funded, 






grilling by top lawyers, Elders and BHP 

. launched actions in the Victorian Su- 
i nee. Court alleging the NCSC was 
biased against them and out to help 
t Homes ac ourt — charges ironic given | 






mendous gains ini 
few issues — Phili 
Telephone Co. 
Corp., Globe Mackay 
nd 















and turnover of only ! 






few speculative oil 
interest of late. 




























A 
On 29 July, PIS E02 
an increase of. ix wu 
on 21 February, 27, 22 $ —. 
the four- day : E 2 occ 
4o Cj e o0 


2255o w € o», Globe Mackay 
by 46% to B23, Ayala by 93% 
to P3.70. Among the mining 
shares, Pade ‘Mining wenti 

by 63% to 22 centavos. 
Activity has centred on _ 

commercials and indwetrials. 

which have accounted for 


athlete" ae 3 











87.2% of the turnover value in 
the. first seven months. The 
Manila Stock Exchange’s 


(MSE) commercial- industrial 
index rose 98% to 332.93 
points from 21 February to 29 
July. Brokers. see this as a 
healthy change from the pre- 
vious preoceupation with min- 
ing shares. 

Continued interest in these 
equiti2s is expected as interest 
rates remain low. Yields on 
securities floated by the Cen- 
tral Bank cf me Philippines 








| the well- knowr views of Bosch that » 


takeovers were too easy and yielded lit- 
tle benefit. 

Bosch, who denounced the accu: 
tions as “scurrilous” and warned of pos- 
sible contempt actions, in the end 
cleared the BHP-Elders deal of suspi- 
cion that BHP was financing the pur- 
chase of its own shares, a defensive tac- 
tic which Australia (unlike the US) out- 


| laws and which, again ironically, Bosch 
| himself thinks should be allowed. This 


will probably cause Elders and BHP to 
withdraw their acfams against the 
NCSC, but damag€ has Des 

umpire’s mystiq $. 








not equipped f d its task, which has 
been complicatec By fae prolife eration of 


p^ can 
offer only civil service salaries to its 80 
staff for skills in hot der. by mer- 
















in. mid-1984, 

- government’ 
n-up to the legislative - 
'atened to 
ear, as the 
igain put huge. 
ulation during 


spending i in n 
assembly election. Yields 
soar once more e 
previous governr 
amounts otmene 
















crease. : And. váth. many Commerce 
banks now offering prime rates of 13- 
14% , the central bank is under pressure - 


‘> keep reducing. the yields on. its, E 
sues. os 





pal k fion n pes of capital gains aid 
Aividends from stock purchases, 
there i is also speculative interest at work. 
. in the stock boom. This has been gener- 
. ated by some companies’ practice of 
valuing assets at historical costs — for. 
example, San Miguel and Ayala, San 
Miguel is expected to show a sharp rise 
in asset values when it shifts to a new ac- 
counting process next year, stating all 
of its investments, and earnings from 
| them. 
|o The beer and food industrial giant 
i has not included i in its statements its as- 
sets, mainly breweries, abroad. The 
J possibility-of a sharp rise in the equity’s 
value arose after the firm announced. 












b . Debate also centres on whether 
. even an augmented NCSC could fairly 
E administer the complex companies. 
le, the product of powers shared. 
"wy the federal government and the 
six state governments. Few beyond 
| the NCSC itself are entirely happy with 
| its present role as investigator, pro- 
| secutor, judge and jı iry. Nor are they 
| happy with the growin 










g | 
fake the NCSC or sharemarket oppo- - 


| nents to court. 
| "One suggested line of reform, put 
chiefly by Victorian Attorney-General 
Jim Kenna 


hareholder demo- 
laying down de- 
courage adherence 
„to the le rather Yhan the spirit of the 
- law. Litigation. would be reduced, it is 
argued, by giving NCSC interpretations 
.Jegal force. But ‘adjudication of alleged 
-breaches would be transferred from the 
oN nse 4 to.a new eroe like the British 
| sio 











F EEN pres | | 


; code that states 


| Miguel, a price of P100 was agreed 
upon. That price — which was more - 
than four times the prevailing market | 
rate of P22.75 for San Miguel A shares ! 
at the time and more than twice the esti- | 
mated book value then of P38.27 — was | 
based on an appraised value of- 
to directors of both | 

San Miguel and UCPB. 1 











lers feel 


rules on discl: 


tralia 2 


ers Bank (UCPB) finalised rese éarly 
this year to sell its holdings in. San 


P112.50, accordin 
PLDT's price on 29 July was P.146, 


substantially up from the 21 February | 
level of R41, though already down from | 
a peak of P 157 on 14 July. Analysts say | 
PLDT has benefited from the revival of | 


arbitrage trading under simplified rules. 


| (PLDT, Benguet Corp. and Atlas Con- | 
solidated Mining are traded in New | 


York.) 


The bulls returned to the market just - 
as the Philippine financial authorities — 
were seeking to boost the development - 
of the local capital. market. Some brok- | 
at now is the proper time for | 5 
| the Securities and Exchange Commis- | 
-sion to tighten its regulations. For in- |. 
stance, there seems to be no clear-cut 
osure of material facts | 









which may affect company operations. 


The market also needs specific rules - 
that will cover possible sales by the Pres- | 
idential Commission on Good Govern- — 
ment of shares in companies it seques- | 
ters. The commission, which is hunting - 


down assets suspected of having been il- 


legally acquired by former president Fer- | 
dinand Marcos and his cronies, has an- | 
nounced plans to sell these holdings on 


the market. Guidélines will also be need- 


the companies under its control. 


mrt bi rna 


Partial jakenVer bids, which Austra- 
lian raiders like Holmes à Court have 
honed to deadly effect, are also under | 


aftack. Some suggest Australia should | 


follow Britain in raising the takeover | 
threshold to 30% and rule out partial | 
bids altogether. The ban on com- | 





| a stake of less than 10% 
. ed when the government. carries out its | 
announced intention to privatise some of : 


panies. buying. their own shares also | 


saga. 
When federal and state attorneys- | 
general met for their latest quarterly | 


review of corporate affairs at Ayers | 
Rock on 23 July, caution prevailed, and 
decisions on the ideas put by Kennan 


were put off for future meetings. The 


| 
| 
| 
1 
| 
| 
one substantial decision did remove | 
i 
| 
| 
| 
i 
| 
1 


some of the surprise element for raid- 
ers. The attorneys-general opted to 
lower from 10% to 5% the threshold 
for compulsory disclosure of a sub- 


stantial shareholding, which should 
give. more esriy-vwarning time before 
B major BNZ competitor. 


raids. | 


strikes many as. pointless, given eva- | 
sion by devices such as the “Aus- | 
" defensive share-buying | 
ring exposed during the BHP takeover | 


Stu be Dieter cserutkidu iom nnt 


policy - 


diverse i 
Brierley's.: 


„eluding Hongkong via the listed vehic 


continues, while Brierley is attracted to. 


















New Zealand's nd y 
takes a step towards bankin 










Ry Linda Sanders in Wellington 


"he long-awaited firming of links.b 
tween two of New Zealand's large 
companies has finally gelled with fina 
cier Roh Brierley's flagship comp 
Brierley Investments Ltd (BIL) taki 
a 17% shareholding in NZI Corp., Ni 
Zealand's largest insurance company. 
The two companies have had a 1 
key involvement for some time thro 
shared directors, involving BIL c 
executive Paul Collins and NZI chi 
executive David Chalmers, and a 
a “shareholding, Po less th 
E of each other s api 
































































invalve d Brie idee. now vol wo ni 
Australia, as BIL’s  representatin 
Judge had rejoined BIL after his ? 
Zealand investment comp any Bu i 
then ee E left BIL to purst 
own entrepreneurial career and Co 
has been added to the NZI board. — 
In late July BIL announced it h 
amassed a stake of close to 1796 in NZ 
On the same day Re i Corp. ( 
trolled by Ariadne) said it had acq 
The Ri 
shareholding had been assemi 
through Ariadne, which has had a lo 
dcl with NZI. BIL had boug 
part of its holding from Fletcher Ch: 
lenge, which gained its stake throu 
the sale of its Marac and Broadlands f 
nance arms to NZI earlier this year. — 
NZIs share register had been ë 
posed for some time as Fletcher Chi 
lenge's 7% holding was. until BH 
acquisition, the largest. 
The two companies now both ha 
international involvemen 
F investment activities à 
spread through several countries (ime 
Industrial Equity Pacific), while NZI 
has’ long had insurance activities: 
many parts of the world. NZI is kee tc 
acquire a banking licence later this year 
as New Zealand's financial deregulatior 


i 


Loud 
















insurance companies as investment, _ 
However, the BIL shareholding i 
NZI has its pru Bank of Ne 
Zealand (BNZ) chairman Sir Lev 
Ross has raised the possibility of a cc 
flict of interest, with Brierley bemg de 
uty chairman of BNZ while his compa 
at the same time holds a significa 
shareholding in what is likely to be 














By Freddie Balfour in Hongkong | 
"he enthusiasm that resulted in a 
| flurry of announced hotel projectsin 








investors. The sight of idle cranes aad 
empty hotel lobbies in the Shenzhen 
Special Economic Zone (SEZ) and 
Canton have signalled to developers 
that prospects for hotel investments, at 
‘ast in those once-favoured locations, 
re far from rosy. 
Several hotels in these two 
angdong cities are reportedly in 
uble, as the tightening of foreign-ex- 
inge avar'abilitv and accompanying 
down on construction has re- 
ed in the cancellation of many pro- 
, and has left those already in oper- 
1in a precarious position. 
ficial attitudes towards invest- 
in tourism have also cooled. In 
h, Premier Zhao Ziyang spoke out 
overspending on hotel construc- 
1. In a speech to the National Peo- 
's Congress, Zhao was critical of 
ing on non-productive invest- 
‘in tourism projects at the expense 
evelopment of industry, agriculture 
ther infrastructure. 
€ impact of this change in the off- 
limate has been strongly felt in 
while à two-year freeze en 
ects has been, imposed in 
he capital of Fujian province. 
ding to a Shenzhen city source in 
cong, the situation is not promis- 
There are no chances [for kotes] 
henzher,” the source said. “Re- 
| from Peking have completely 
ed up. It would be better to wait a 
ve of years to build, or just loek 
sewhere." 







































 HK$7069m |. +50.8 |HK$325b | +1123 | 31 cy “| Good performance by trading and property arms, helped by | 
(21¢) lower interest rates and improvedweeffalg, contributed ta) 
profit rise. | 
i | i.a | bo | ue ; | 

lm —— Y 31 Dec. | Won7.35b. ~18 Wen 776.66 -9 Won40 | Company suffered another bad $ear owing to lugaerin | 
| (US$8.3m) (US$881.5m) | (Won 560: | Middle East construction market. Rrospects «etf dim if oil | 
P a | | prices falt further. — .— ^ .— ! EM 

— v8iMar| Y4092b — | -194 |Y288 -59 Operating profits fell to Y114.77b from Y234.41b 
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voCo. . Y31Mar. b |. «22 | 4370.38 | +37 Net profit for current year foracast at Y :0.5b and sales | 


uthern China in the past few years has. 
aven way to caution among potential 


Poor outicok for China's hotels as foreign exchange is squeezed 















kong bank's China specialist. 





The citv appears to be following its 
own advice. It is currently negotiating 
with the Zhuhai SEZ and Cantoa, and 
Japanese construction company Kuma- 





gai Gumi to build a US$100 million 


complex in Peking. The three cities are 
expected to provide about US$3 7 mil- 
lion towards the 53-storey structure. 

The situation of oversupply of hotels 
is a problem largely restricted to Guang- 
dong and Fujian provinces. Acute room 
shortages still exist in Peking and 
Shanghai. At present there are only 
about 3,000 international-class rooms 
available in Shanghai, though it :s esti- 
mated that 11,000 additional rooms will 


have been completed by 1988. Projects 


for 8,000 rooms are under way in Pe- 
king. | 

Of the 26 planned hotels that would 
add 9,220 rooms to Shenzhen, listed in a 


Another reason for the slowdown 
follows from an announcement by the 
Bank of China (BoC) last year :hat it 
would onlv guarantee a maximum of 
70% cf the value of joint-venture pro- 
jects. Now that investors are expected 
to previde 30% of the capital them- 
selves, the number of projects likely to 
materialise is much lower, said a Hong- 


Ho:el profits are also experiencing a 
squeeze due to a the decline in foed and 
beverage business. A fall in the number 
of local patrons and a tightening of en- 
tertainment expenses have resulted in a 


50% decline in sales in the 16 food and. 



















* | (US$2.3b) 
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beverage outlets which, last year ac- 
counted for 50% of total re 
China'Hotelin Canton, 





New World Hotels Internationa. 


pulled out of the partially completed 
Shenzhen Bay Hotel early lastyear, 
along with its sister company, New 
World Hotels Holdings, which had a 
25% equity stake in the then planned 
37-storey project. Wynne. Ming Deve- 
lopment Co. of Hongkong took over the 
venture, and is now operating a scaled- 
down version, of 17 storeys and 307 
rooms, to which it has added a park for a 
combined cost of US$30 million. The 
hotel is running at 30-60% occupancy, 
which is claimed to be profitable, | 








he US$25.6 million five-star Nanhai 
Hotel in Shekou, conceived and built 


during a period of optimism over the 


now-ailing South China Sea oil indus- 
try, is reportedly having serious difficul- 
ties. The Hongkong dzily Wen Wei Po 
reported that the companv's sharehold- 
ers, which include the Hongkong Bank, 
Miramar Hotels International, and th. 
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Chinese partners China Merchant | | 





Comment 



















































Steam Navi iin Co. and the Shen: 
zhen branch of the BoC, have agreed to 
ovide a HK$20 million (US$2.6 mil- 
jn) interest- -free loan tothe hotel, with 
Tie possiblity of anc her HK$20 million 
injectig H * | 
Nfnhai's troubles. began when con- 
struction costs’ ‘escalated, and develop- 
ers reacted by i increasing. the number of 
rooms by 30% to 395, in order to reduce 
the average cost per room. It is still ex- 
tremely high - — US$65,000 compared 
with US$49,000 for the smaller 96-room 
Shenzhen International Hotel. 
The Nanhai has been open for sev- 
eral months and is limping along with 
occupancy levels of 30-4075. A high per- 
centage of foreign employees, roughly 
100 (mostly Hongkong Chinese) out of 
the total 620 staff, adds further strain to 
cash flows as it costs approximately 10 


times as much to employ a foreigner 


than a local. 
The East Lake Hotel. originally built 
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astics. when. its original backer, 


room hotel claims to have the highest 


occupancy rates in Shenzhen, running - 


at 75-8096; but it has a breakeven occu- 
pancy level of close to 8075. According 
to a company official, though the hotel 
is making money, the investors are not, 
because of an unfavourable profit-shar- 
ing pact with the Shenzhen Forestry 
Bureau, with which the hotel has a 15- 
year land lease. 


Cre is also suffering from the - 


clampdown on foreign exchange 


|! and the concomitant decline in business 
travellers. Its occupancy problems are 
compounded by the Canton Trade Fair 


when the city swells with businessmen 


' for two weekstwice a year. The tempta- 


tion to build larger hotels to take advan- 
tage of the huge demand associated with 


the fair has left management companies 


with the task of filling enormous struc- 
turesforthe other 48 weeks of the vear. 


There are now an estimated. "6,500 


rooms available to tourists and foreign 
businessmen in Canton, and another 
4,300 are planned, including projects by 
the Holiday Inn and Meridien. hotels. 
Industry experts in Hongkong feel that 
there is already an oversupply of inter- 
national-class rooms, and predict that 


competition promises to be stiff in the 


next few years. 

"Unlike Xian, Peking and Guilin, 
Canton is not a highly desirable tourist 
destination, and. is viewed more as a 
stopover at the beginning or end of a 


in Canton for only 1.3 days, compared 
with five days in Shanghai and Peking. 


With improved international air service 


to à number of cities and the liberalisa- 


visit to China. The average tourist stays- 





, already well-established internatior 
: marketing networks, which will be in 
| portant to promoting the city. — 


P el 
kong's Goodyear Investors, collapsed | rough Canton i is no | 


along with the Carrian empire. The 136- | as quickly as in Pekin 


hotel officially opened in August 198 


| the 88% reported for 1985, the 1,017 
| room hotel and 183-apartment.compl 

| has managed to maintain levels of 68 
| 7096 this year. 


` the city can be incorporated as a part o 
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The slowdown is pira 





just. over a year, pr occupancy ! 
running at less than 60%. The 1, 128 
room hotel is offering a 1596 discoun 
on its room rates, which start at US$ 
for a single. *We are being squeezec 
left, right and centre," said the hote 
general manager, Niklaus Leue 
berger. He believes the hotel is too bis 
for Canton, and says that it was origi 
nally designed for a site in Peking tha 
did net work out. The ideal size ts abou 
650-800 rooms, he said. The hotel hope 
tc sell the remaining rooms on a long 
term basis. : 
At a total cost of HK$940 million ft 
nanced partly by a HK$700 million ban 
loan, the Garden Hotel is reported 
seeking ways to meet its first repayme 
of principal due in November. jr 
The China Hotel, managed by Ni 
World Hotels International, is one 
the few joint ventures that appears to b 
making its backers some money. T 



































































and has already repaid US$33 million 
its US$100 million loan. Although oc 
pancy rates are substantially down fro 


Larger hotel chains, which have the 
resources to run several hotels in China 
s:and a better chance in Canton wher 


a tour to more popular destinations i 
China. Such companies typically ha 
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IONGKONG: Overseas buying increased in the 





ood results from several companies boosted mar- 
t sentiment further. The Hang Seng Index ral- 
lied 70 points to close at 1,847.29 over the period 
despite profit-taking in the second half. Analysts 








would be breached in the near term and that the 


|, Steam, Average daily turnover was a hefty 
$617.77 million (US$79.2 million) in the wake 
keen foreign institutional trading. E 









ressed such issues as chemicals Asahi and Dai- 
Seivaku. the market surged ahead during 


















ing the period at 18,038.94 points. Daily vol- 





Analysts said the market was dangerously 
and due for more profit-taking. Domestic- 


tion, electric power and steel. Tokyo 
ric Power and Tokyo Gas rose to new highs 
5,500 (US$34.80) and ¥700 respectively. 


the worse-than-expected inflation. and 
upply figures combined with a free-falling 

lotlar triggered a 40.7-point downturn 
aries Index to 1,994.7. Even an in- 





‘ould not boost the market's bearish 
This was headed by Gary Carter's 
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| for Humes while Brierley Invest- 
ised its stake in NZI Corp. to 16.7%. In- 
s were again hardest hit. 








1ed subject to similar influences of the 


onsistent this time and prices moved stead- 









n steeply by panicky selling of the Australian 
aro | | 











NGAP. E: A spate of bad news on the corpo- 
te front 


dampened confidence and sparked off 





arket leaders Van der Horst and Malaya Tin 
















in the ccmpany. A short squeeze helped lift 
later in the period, however, and Fraser's 
dustrial Index recovered from a low of 4.250 to 


ided daily was 8.62 million. 


A LUMPUR: interest in the market se 
er out as the election campaign got ir 
Brokers reported a steady decline 





emed 
Ar 
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.Orea su rged ahead on the ba kof buying from small investors while Hong- 
ng continued to enjoy spin-offs from overseas equity-market adjustments in the 
period to 28 July. Bombay was in a bearish mo 


riod, particularly in the early sessions, while 


are optimistic that the 1,865-point all-time high- 


rket will go on to test the 1,900 level before los- 


‘YO: Although profit-taking momentarily de- 


period, with the Nikkei Stock Average.. 


ie- on the First Section averaged 768.83 million - 


nd issues again came to the fore, led by gas, 
A: After marking time early in the | 


fresh corporate news, after months of - 


^s A$361 million. (US$220 million) 


.AND: For most of the period the mar- 


s period. Private client activity dominated - 
ce trend, though buying sentiment was- 


er, rather than showing their earlier mixed - 
ern. This situation reversed abruptly on the - 
| day, with Barclays Index losing a record 72- 
its as the New Zealand dollar was dragged: 


me short seiling at the beginning of the period. 


Ming were suspended after failures to. meet > 
an repayments. Transmarco came in for selling. 
ssure when Metro failed to sell its controlling - 





















əd, losing 8% of its value. 


. ness throughout the period and stocks closed gen- 
. erally lower in the absence of any real buying sup- 
| port. A notable exception was speculative counter 
| Antah, which put on 26 M cents (10 US cents) to 
| finish the period at M$2.81 on rumours that it was 
| to acquire a significant stake in a large merchant 
| bank. Fraser’s Industrial In 
. close at 2,347.60. 





ex lost 32.15 pointsto 


BOMBAY: Market darling Reliance Industries 
shed 13% of its share price m a single day, follow- 
ing a ministerial pledge to recall its bank loans f 
the company was found to have violated banking 
norms. The bearish mood spread to other blue 
chips as well, with Tisco losing Rs 55 (US$4.40) 
to close at Rs 1,307.50, Siemens down Rs 9 to Rs 
85 and Premier Auto off Rs 85 to Rs 995. The 
bourse closed on 25 July and part of 28 July to 
mourn a deceased ex-official and to catch up on 
settiements paperwork. The BSE Index ended the 
period at 584.24 points, nearly 8% off its previous 
level. 


SEOUL: Small investors pushed the composite 
index up to new highs as institutions continued to 
remain on the sidelines under government orders. 
The index was up 18.21 points to 272.25 points, 
with turnover almost doubling to Won 42.98 bil- 
lion (US$48.8 million), an increase of Won 19.98 
billion from the previous period. With buving con- 
centrated on industrial blue chips, rubber led the 
rise, up 15.4% from the previous period, followed 
by transport with a gain of 13.5%. News of an 
agreement with the US on patents and copyrights 
affected pharmaceutical firms. 


TAIPEI: The market remained la rgely in a waiting 


| mode for the period, with the weighted price 


index rising 11.98 points to close at 984.11. Most 
institutional investors kept to the sidelines, while 
most of the activity involved small investors en- 


gaging in short-term transactions in second-cate- 


gory shares, which are capitalised at lower levels 


than firms in the first categery. Volume declined 


slightly. Transactions were . NT$1.86 billion 
(US349 million) a day. 


BANGKOK: with investors’ attention building 
up, the Securities Exchange of Thailand closed 
the period on a stronger course. Leading the up- 
turn were Siam Cement, Siam City Cement, Saha. 
Union and Dhana Siam. The Book Club Index 
closed at 128.48, up 2.27 points. Gainers num- 
bered 38 to losers at 12, with 45 unchanged. De- 


| spite a rights issue, Saha Urion was the period's 
.star performer. Total volume amounted to some 


Baht 448.72 million (US$17.1 million) for 2.3 
million shares traded. 


MANILA: Nearly 70% of the shares traded ended 


1 Ini o of 4, . thé period with losses ranging from 2.7% (Ben-- 
at 4,293.21. The average number of shares |- 


guet-B)to 47% (Landoil). Average daily turnover 
fell by 42% to P53.26 million (US$2.6 million). 
The only significant gain was posted by San 


| Miguel-B, which closed P4 kigher at P68. Brok- 


ers say the market is consolidating its gains over 
€ previous weeks. All market indices declined. 


























——  - AAR HAM Ma PAAR ata 

































































































ichi 4 
ida Motor . Carter Holt +t. 
Yokado ` Crown Corp. 173 ui 
: Fisher & Paykel 3.80 (LE 
hiyama Fletcher Challenge — 4.08 17 
n Brewery Goodman Fielder 4.06 2.4 
iusai Elec. Lion Breweries — 5.90 «0,9 
natsu NZ Forest Products 244 «38 
wa Hakko Kogyo NZ Git and Gas > 0.48 - «20.0 
sushitaElec. — NZI "2900 +75 
subishiH. I, | Progressive 445 15 
icis aa aitaki NZR 140 +69 
C 2c: Wattie 3.75 -— 
sui Real Estate Winstane 152 +43 
; |. 
& Spark Plug 
pon Hodo 
T 
Rui Il 
mpus 
wo 4 
wyo Pham. — 
n-Étsu Chem. 
wy 
vitomo Bank 
‘store Elec. Ind. 
Tiitomo Metal Mining 
seí Const. 
ura Shuzo 
teda Chem. 
K 
do Marine and Fire ; 
ojo Elec. Power i 
yu 
ay ] 
pota Motor | 
maichi Securities. | Boustad 074 . 253 
TM Cerebos 3.20 — 
ColdStorage —. 3.24 3.6 
[Consolidated Plantations: — 1.75 VER 
-yelek Camage ^ 1.48 -48 
1 Dev. Bank of Singapore 6,80 — 
Duniop Estates 0,805 t8 
| Dunlop industries, -5.3 
- Esso Malaysia ^—— 
| Fraser and Neave 
(Gentis 
" i Guinness 
Harisons MPB 
KON | Haw Par 
Hang Leong Fin 
isiand & Peninsular‘ — 
Jack Chia — MPH 
WS Kikepong ` | 
Lum Chang Holdings — . 0.85 
|. Malayan Banking |. X 
MalayanBreweries — 
Malayan Tobacco 


Straits Yrading 


GOB 


Weame Bros 


closed | closed 
2,885.16 | 4,293.27 
! -0.80% 
' Smith H. 
At i 1 Thomas Nationwide Trans 
454 Western Mining 
Westpac 
Woodside | 





Straits Steamship. 


United Engineers 
United Industrial Corp. 


United Overseas Land 





closed 

2,347.60 

~ 1.3596 
4.00 0.2 
3.04 47 
3.19 08 
4.40 33 
0.76 -6.2 


0.495 +65 
1.89 -1.0 
3.82 ~ 2.3 
1.04 m 

3.98 0.5 





6.3 
4.6 


6.4 


“te 


8.2 





+ 7.16% 














970.36 
978.15 
984.95 
986.96. 
984.84 
| — 984.11 
| +1.23% 









United Motor Works 
United Plantations 
Yeo Hiap Seng 


Hyundai Construction 
Hyundai Motor 


Asia Cement 
Cathay Const. 
China Gen. Plastics 
Chung Hwa Pulp 
Chung Shíag Textile 
Far East Textile 
Formosa Plastic 
Kolin 

Nan Ya Plastic 
Pacific Cánst, 
Taiwan Cement 
Taroko Textile 
Tatung 

Tong Yuan Elec 
USiFar East 






ciosed 
1,089.36 
6.2095 
2.98 240 
2.15 +38 
3.78 ~ 
0.82 -57 
1.22 EK 


2,755.00 


1,280.00 
1,400.00 


: 1,106.32: 










“OS. 12 
-$Y 07 
DIET 
-1,45 22 
EAS € 
$3003 
«33 34 





closed | 
| 128.48 
i 42.4375 





28July “change - 
Baht onweek yield 

Bangkok Bank 186.00 +44 134. 
iFCT 157.00 -46 5.2 
Jataprathan Cemerit 143.00 B6 o PB 
Mah Boonkrong 42.50 +89 
Saha Urn $40.00 4.8 

. Siam Cement 581.00 94.7 

| Siam Citizens 2.50 — 

Siam City Cement 596.00 23.5 
Siam Commerce Bank — 546.00 +62 
Thai Farmers Bank 200.00 240 


1i Philippines: MSE Research Dept. 


























































28July. “change — 
Peso on week ` 

Atlas-B -— -— 
Ayala 3.80 -200- — 
Benguet 71.00 -27 > 
Giobe Mackay 23.50 78 
Lepanto-B. 0.0975 -220 -— 
Orientai-8 0012 -200 1&7 
Philex-B 0.235 -9 6 48 
PLDT 146.00 ~§.0 34 
Phil Overseas-B 0.014 -12.5 -— 
San Miguei-B 68.00 *&3 2:2 
Trans-Asia 0014 ~ GF? 
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SOURCES 
Japan: Nomura international (HK). Hongkong 
Stock Exchange of Hongkong Ltd; Hang Seng Bi 
Australia, Singapore, Malaysia: Reuters.” 
land: Book Ciub Finance and Securities Co.; 
Zealand: Renouf Partners; South Korea 


Taiwan: Vickers da Costa & Co. {HK} 
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Australian currency $50 note, Howard Walter Florey Scientist & Co-discoverer with Sir Alexander Fleming of Penicillin (1898-4968). Howard Walter 
Florey, who features on the Australian $50 note, brought penicillin, the first antibiotic, to the world. As Professor of Pathology at Sheffield University from 1931-35, Florey 
was later appointed Professor of Pathology at Oxford (1935-62). In 1945, he shared the Nobel Prize for Physiology and Medicine, with Dr Emst Chain, for his part in 

developing penicillin. Amongst otker honours, Florey was knighted in 1942 
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LETTER FROM QUANZHOU 


n special occasions and traditional 

holidays in Quanzhou. a colourful 
12-centurv-old seaport of 410,000 in 
southern Fujian province, teams of 
rogued, bare-chested young men cele- 
brate with a peculiar ritual called the 
"Chest-Slapping Dance." Local experts 
with an eye to the West call it "the 
Southern Fujian Disco." 

Historically speaking, however, 
Quanzhou made its name through com- 
merce not choreography The city 
reached its height as the Soong 
dynasty’s leading southern port, the em- 
barkation point of the so-called sea- 
going silk and porcelain road. 

Yet, by early in the Yuan dynasty, 
the harbour had silted up, and trade 
shifted elsewhere. Since then, as Quan- 
zhou's commercial era faded into the 
background, its unique cultural tradi- 
tions — like the Chest-Slapping Dance 
— have flourished. 

Pear Orchard opera. an indigenous 
drama form, entertains old-timers in 
Quanzhou: and old and young alike still 
enjoy the marionette performances for 
which the city is also famous. This year 
during the mid-autumn festival, Quan- 
zhou will host its first international 
marionette festival, with 10 countries 
planning to attend. 

Unmatched in other Han (Chinese 
majority) areas of China are the stun- 
ning traditional adornments still worn 
by rural women here. Around Quan- 
zhou itself. women wear plain sky-blue 
tunics and wide dark trcusers, but thev 
decorate their hair with gold and jade 
combs and garlands of bright freshly cut 
flowers. There once were more than 40 
different varieties of decorations worn 
this way — quantity and quality signify- 
ing social status and wealth. 

More dazzling are the so-called 
HuiAn women (also Han) from a 
county just north of Quanzhou, who 
wear lemon-yellow farmers hats; 
polka-dotted or flowered kerchiefs: 
short blouses; luminous green, orange. 
and yellow waist bands, and low-slung 
dark trousers. In 1985, a version of the 
Hui’ An style costume debuted at a Parts 
fashion show. 

Quanzhou is also known for its di- 
verse religious history. Recently the 
area has experienced a revival of sorts. 
It is said that a (Nestorian) Christian 
colony was founded in the city as early 
as the 14th century. Since 1980, as re- 
strictions on religious activity were lift- 
ed here, church leaders have become avid 
businessmen as a means of supplement- 
ing meagre church funds and of provid- 
ing employment for church members. 

The Nanjie Protestant Church 


started the Three-Self Garment Factory 
five years ago and now employs 60 full- 
time workers — half of them Christians 
— at an average wage of Rmb 80 
(US$21.50) a month. A Seventh-Day 






Adventist Church leader also started a 
now-flourishing handicraft factory in 
1981. 

Trade with Arabia during the Tang 
and Soong dynasties brought a strong 
Islamic influence to Quanzhou. Today 
there are more than 20,000 local descen- 
dants of the origina! Muslims. The walls 
and majestic gate of the Ashab Mosque, 
built in 1099, still stand near the centre 
of the old town, and a Jordanian group 
recently expressed interest in funding 
renovations. 


The Kaiyuan Buddhist temple, 
begun in the Tang dynasty, has 
reopened its doors as well, and at the 


moment is home for nearly 30 monks, 
many of them novices. Quanzhou's only 
religious sect that is unlikely to see re- 
birth is Persian Manichaeism, though a 





^ 


Hui'An womarr inspired Paris. 
temple — the only one extant in China 
— still stands outside the city. 

A visitor travelling to Quanzhou sees 
a lot to dance — and slap — about these 
days. However, it is not slapping but 
clinking that fills the air: the harsh clang 
of steel chisels against granite. 





| ndeed, along the main road frem Xia- 
men, Fujian's showcase Special Eco- 
nomic Zone two hours to the south, one 
sees firsthand the benefits Deng Xiao- 
ping's economic reforms have had for 
farmers: the countrvside is alive with 
home construction. 

"We have more than a few Rmb 
10,000 farmers," boasts a Quanzhou of- 
ficial, referring to the much-heralded 
rural households that earn Rmb 10,000 
or more through private enterprise. 
However, while farmers pay a minimum 
of Rmb 10,000 to construct a new gra- 
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nite house, they are quick to point out 
that it is the first time anyone has built 
anything for three decades. 

The Quanzhou city government, 
which also administrates six surround- 
ing counties (nominally including the 
Taiwan-occupied Jirmen Islands), am- 
bitiously looks to a future of renewed 
commercé. Playing on Quanzhou's his- 
toric renown, present-day planners are 
seeking to attract a new surge of foreign 
trade and investment. 

Building a modern transportatio 
infrastructure is their No. 1 prior 
Fleets of Japanese-made trucks, va 
and buses already cruises the Fuzhou- 
Shenzhen coastal highway, which runs 
through Quanzhou. A rail spur is being 
laid to link up Quanzhou with the main 
rail line out of Xiamen. The new har- 
bour at Meizhouwan. 35 km from town, 
is modest, with the present wharf able to 
accommodate :0,000-ton ships, but ca- 
pacity will be boosted to 30,000-ton by 
1990, planners say. And even an inter- 
national airport twinkles in the eyes of 


some officials. 


Until recently, the city aimed ap- 
peals for new investment at the some 3 
million Overseas Chinese who have 
roots in this area. But the most visible 
praon so far is a multi-million-dollar 

ongkong-brokered investment by 
Nike, the American sporting goods 
firm, to produce athletic shoes for ex- 
port. Premier Zhao Ziyang visited the 
plant, which is already in production, o 
an inspection tour las: year. a 

Recently, Peking focused more 
tention on Quanzhou, declaring the 
Xiamen-Zhangzhou-Quanzhou triangle 
of southern Fujian one of the nation’s 
four new “open” areas for foreign in- 
vestment under the Seventh Five-Year 
Plan (1986-90). In the five-year period 
preceding the start of the new plan, 
improvements had already begun to ap- 
pear, with combined industrial and 
agricultural output in Quanzhou ïn- 
creasing 217%. Although still low, per- 
capita income rose from about Rmb 380 
in 1984 to more than Rmb 500 in 1985. 

Quanzhou’s leaders, proud of their 
heritage in international trade, seem to 
fancy their own role in economic deve- 
lopment now as akin to that of the local 
master puppeteers, but they acknowl- 
edge privately that because much de- 
pends on foreign cooperation and in- 
vestment, some of the controlling 
strings are still outside their grasp. 

— Timothy Steinert 
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Hitachi's wide-ranging tech- 
nologies in energy (from left to 
right): nuclear power reactor, 
generator-motor, solar energy 
development, nuclear fusion 


plasma testing device, and laser- 


test of LPG gas combustion 


| 
i 
b 


Generating energy is not simply providing kilowatts. 
It must be provided in quantity, safely, efficiently and in 


an agreeable environment. 


The world's need for energy continues to 
burgeon: and our wish to live in safe, peaceful 
and unsullied surroundings remains as strong 
as ever. Here is how we are working towards 
achieving these twin goals. 


Hitachi's scientists are making tremendous 
progress in nuclear fusion, often called 
“harnessing the power of the sun. Nuclear 
fusion also has been called the ultimate energy 
source because it is generated by a mecha 
nism similar to that of the sun. One gram of 
the fuel — hydrogen, deuterium and tritium — 
generates the same energy as 8 tons (a tank 
truck-full) of oil. 

Hecently, Hitachi played a major role in 
a landmark feasibility experiment conducted 
by the Japan Atomic Energy Research Insti- 
tute. The experiment succeeded in producing 
the first plasma for nuclear fusion — and brings 


us much closer to having this energy source 
on line' early in the next century 

Since Hitachi's beginnings three-quarters 
of a century ago, we ve become a premier 
develooer of many energy sources. Besides 
hydroelectric and thermal power plants, we ve 
been in nuclear power more than 30 years. 

We are also working on solar energy, 
coal gasification, and new types of batteries 
and fuel cells 


We link technology to human needs. We 
believe that Hitachi s advanced technologies 
will lead to systems that are highly productive 
and efficient yet eminently safe and comfort- 
able. Our goal in energy —and communica- 
tions, transportation and consumer electronics 
as well—is to build products and systems that 
will improve the quality of life the worid around 
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‘THE HEART OF A 
FINE HOTEL 





Contact your travel agent for 
reservations or write to: 

Hotel Regal Meridien Hong Kong 
71, Mody Road, Kowloon, H.K. 
Telex: 40955 HOMRO HX. 


HOTEL REGAL 


MERIDIEN 


HONG KONG 


AA 


The heart and soul of Europe’s 
grand hotels is the lobby. 

It's the traditional rendezvous. 
Elegant. Quiet. A cosy corner 
where one enjoys a quiet 
aperitif or waits to receive 
visitors or a message 

At the Hotel Regal Meridien 
Hong Kong this same European 
style touches every part of the 
hotel. 

It's just a part of our heritage. 

It reaches down to our 
kitchens and wine cellars. And 
up to our restaurants and rooms. 

The Hotel Regal Meridien 
Hong Kong. Where the art of 
fine living lives on. 


HONG KONG'S TRULY EUROPEAN HOTEL. 





A Regal International Hotel 
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Korea. Land of the Morning eii 7 
Discover the refreshing p 
surroundings of the spectacular Hyatt 
Regency Seoul set in 18 acres of g à 
ardens, only 7 minutes from 
rnia dt 
Enjoy the breathtaking view of 
the Han River and the city ftom its 
newly decorated Atrium Lobby of 4 
cool glass and marble. Delight in Me 
uisite cuisine and hospitality you'll _ 
ym the 8 restaurants and ounges. — 
ndulg : in 1 "ext 'a-pe sona “ser nce 
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Taiwan: independent views 


Carl Goldstein made an unusual point 
in his Taiwan COVER STORY [24 July]: 
that people in Taiwan mav favour state- 
to-state relations with Peking and 
nothing less. 

Let me suggest three others: 
> Taiwan's trade with China is proba- 
bly less than one-thirc of one month of 
Taiwan's total trade. It is 50% less than 
Taiwan's exports of one commodity to 
one country (textiles to the US). That 
does not sound like Tziwan is becoming 
dependent. 
» Democracy in Taiwan does not trans- 
late into independence. It translates 
into staying independent (or sover- 
eign). Remember. more than half of 
Taiwan's people have voted for the 
Kuomintang in recent elections. 
» A study of international politics since 
World War II does not suggest th: 
there is a high probability of nations (in 
this case Chinas) merging: the more 
likely scenario is splitting or not unify- 
ing. 
Memphis John F. Copper 


Although the reunification of China is a 
universal aspiration of the Chinese peo- 
ple, I think the chances of its realisation 
are very remote. The political, econo- 
mic and social systems on both sides of 
the Taiwan Straits have been polarised 
in the past four decades. It is naive to 
envisage that the two sides will come to 
terms under the present overall cir- 
cumstances. Mao Zedong once told 
American author Edgar Snow that it 
may take 100 years. even 1,000 years, 
for China's reunification. Why are the 
Peking leaders in such a hurry? It takes 
time; be patient — threats won't do any 
good to attain their objective. 

Los Angeles David 


The question of China's reunification 
can be quintessentially boiled down to 
mutual distrust between the Chinese 
people on both sides of the Taiwan 
Straits. Taiwan's distrust towards Pe- 
king has a long historical background: 

» The nationalists had negotiated with 
the communists at least twice in the 
past, which eventually ended with the 
nationalists’ retreat to. Taiwan. Their 
bitter experiences will not be easy ‘to 
forget. 

» Peking's offer of special administra- 
tive zone status to Taiwan has revived 
the fate of Tibet to the minds of the 
Chinese people in Taiwan. 

» Peking's offer of permitting Taiwan 
to have its own armed forces after re- 
unification is open to question. Why is 
Peking so adamantly opposed to Tai- 
wan's acquisition of military weapons 
for self-defence? Such a contradiction 
merits clarification. 

» "One country, two systems" as envis- 
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BLACK LABEL COMMANDS MORE RESPECT 
- {12} YEAR OLD ° 


JOHN WALKER & SONS LTD., SCOTCH WHISKY DISTILLERS, KILMARNOCK SCOTLAND 
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. Taiwan has been expelled from inter- | 

1er | Bangkok (or, more properly, the Thon- 
‘| buri side when Ayutthaya had been: 
e| busted). o 


tational organisations one after anoth 
nainly under Peking's persistent 
ure. By driving Taiwan into. 
eking has aroused Taiwan's 
ind bitterness. Bud 
—. The unification of China couldn 


ever 


ye achieved if Peking could not dispel | 


he mistrust by Taiwan. It is up to Pe- 
<ing:to demonstrate its sincerity. Pro- 
nises and words won't help; only deeds 
-ount. ee 

Sugarland, Texas 





James M. Chang 


the small 


- Hu Yaobang’s "renewed 
hreat of “liberating” Taiwan by force, I 
wonder why Peking is so obsessed with 
US arms sales and hi-tech transfer to 
Taiwan. | AR : 
China has a population of more than 
"billion people, armed with a nuclear 
arsenal, submarines a termediat 
range missiles. It also has access to 
Western military and technological re- 
sources, including US avionics to up- 
grade its fighter aircraft. A tiny Taiwan 
will never become a military threat to. 
Peking, no. matter what kind of 


















weapon ry it may acquire from abroad. ... 
Peking may think that disarming 


Taiwan by cutting it off from its sources 
of military supplies will help deliver 
Taiwan to Peking's embrace on a silver 


should have the rights to defend their 
freedom and their own way of life. 
Why should Washington collaborate 





with Peking in denying Taiwan's rights? - 
-- Richard Chen 


New York 


Foreign capitals 


gn 
y]. says that the city was a "modern 
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really a Burmese city." - 


* 


The same must be said of most Asian 


capitals. New Delhi, especially, was the 
heavy-handed pastiche of a British ar- 


Durse, 





chants and babus. Jakarta was a 








Manila was'Spanish-founded, on a 
near a small Chinese trading 

^ began as a Portuguese 
being a Latinic corrup- 
à (mouth of the de- 






























tchworked to- 
the. port. Kuala 
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and intermediate-- 


platter. However, the people in Taiwan. occupatio: 
| | We are in a strong position to deny that 


Buruma, writing from Rangoon [31 


Ration” by foreigners, and "never 


chitecf (the older Mogul stuff has large- - 
ly been left to decay). Singapore, of 
was built from the ground up by 


lesigned city, up to the roof- | 


and Dutch and. 


Malaysian. 












"Two great exceptions — Peking, for 
much of the dynastic times anyway, and 


Even today, ask any indigenous in- 


| habitant .of most capitals where they 
| “come from." The reply will be usually a 


province or region elsewhere. "No one 


comes from Colombo," I was once told, 


“except the Eurasian burghers.” 
Hongkong | 


Lack of standards. 


Alan Chalkley 


With reference to Growing economic 


ties but no political trust [24 July], may I | 
suggest that you update your file photo - 


of the Asian Development Bank. Since 


ADB's unilateral designation of the Re- | 


public of China as "Taipei China," only 


the ADB's sombre blue and gold stand- . 
ard has been hoisted outside the bank's - 


headquarters on Roxas Boulevard. It is 


a pity that this superficial impasse can- - 


not be resolved because we would like 


country of this international organisa- 
tion in a more colourful fashion. 
Quezon City 'Banderanto' 


View from inside 

The FOCUS on Asia's Unions [3 Apr.] 
claims that “an indirect result of 
labour's weak position is Taiwan's poor 
occupational health and safety record.” 


it isso. Most parts of manufacturing and 
service industries maintain good occu- 


pational health and safely records for 


their employees, except in some coal 


mines where disasters were often 


caused by unforeseen reasons. How can 


- poor occupational health and safety re- 


cord result inlabour's weak position as a 
"whole? . . 
- The article also said “only 1.3 million 


. Workers have been organised — all by 
the only approved labour union, the 


Chinese Federation of Labour [CFL]." 
According to the relevant provisions of 
the Labour Union Law, there is only 
one national labour centre in Taiwan 


and that isthe CFL. All trade union or-- 


ganisations are required to be affiliated 
to the CFL directly or indirectly. The 


promulgation of this law mainly de- 


pends upon what Chinese workers 
choose to do. They prefer to form only 
one national labour centre. |. 

It was also said “the unions are 













to demonstrate the presence in our 









“strikes arem 
ed martial la 


point to rapidly rising wage level: 

























































































w, iti v. 
measure brought about b 
mediate threat of war with t 
communists. — ^ ^. 
In fact, strikes, demonstratio 
slow-downs, particularly in the 
ufacturing and service sectors, h 
curred frequently, but have been 
without publicity. Even so, I hav 
heard of any workers who have be 
punished or arrested under martial 
It was stated that “top union ofi 










1e Chinese. 

















major achievement of the union. Bi 
fact wages are set unilaterally by 
agement in consideration of prev 
competitive rates. The unions genera 
do. not participate in any bargaini 
over wages.” This was another misu 
derstanding. In fact, the Interior Minis 
try set up a basic wage committee, com 
posed of representatives from govern 
ment, management, labour and soci 
leaders, which decides wage policy a 
sets wage rates. I am one of the com 
tee members and I have participated i 
the discussion and evaluation of wag 
problems for many years. Wage rate 
for local industries and craft sectors. at 
determined by negotiation betwee 
management and labour. Chen Hsi-c 
| Presiden 


Taipei Chinese Federation of Labour 


Authority debate 


As one who has devoted 25 years to the 
study of Thai society and culture, I read 
with considerable interest Letter froi 
Chiang Mai [31 July] by Mark Timm 
He describes the debate regarding. 
proposed building of a cable car on D 
Suthep as one that has pitted the pro] 
nents of tourism development again 
those northern Thai seeking to preser 
their own cultural traditions. |... = 
The debate, like the recent confli 
in Phuket over the building of the t 
talum plant, also reflects the g 
dissatisfaction with the highly centrali 
character of political decision-makin 
Thailand. A little more than a deca 
ago, when I was teaching at Chiang } 
University, I witnessed the frustration 
felt by many northern Thai when a 
thorities in Bangkok decided, without 
















not so likely to be repressed as the 
were in the past. The Thai Government. 
has talked for years about some form of 
devolution of authority, but it has yet to- 
do anything significant towards aë 
ing such an end. Charles F 
Seattle University of 
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That’s right ... you can win millions by picking your own numbers playing Lotto 6/49—Canada's most popular 
Government Lottery. In fact, last year Lotto 6/49 paid out $354,736,589.00 in ALL CASH PRIZES. And it's all 
free of Canadian taxes. There. are two craws each week for a grand prize guaranteed to be not less than 
.$1,000,000.00 with many millions more in secondary prizes. Grand prizes often run into the millions and have 
_ been as high as $13,890,583.80. Imagine what you could do with that much cash! This is your opportunity to ™ 
- find out because now you can play the lottery that's making so many millignaires in Canada. 




































WHAT IS LOTTO 6/49? 
6/49 is the official Canadian version of 


‘he lottery in which you pick your own 
ers and it's called 6/49" because you 


ur numbers are entered in the Lotto 6/49 
I ystem and if they match the six 


grand prize. Or if you have only 3, 4 or 5 
mbers correct you win one of thousands of 
Fonda. prizes available. 


‘HOW CAN i PLAY? 


crmplete the attached order form and send it 
l Canadian Overseas Marketing along with 
€ necessary payment. Your numbers wili 
'omatically be entered for the specified 
gth of time. You may select from 1 to 6 


“ORDER TODAY! 


_ Mark six 3umbers on each game board 
you wish to play. 


“PICK YOUR PLAN — Check only one box below next tothe 
: Lun of diei choice, ALL PRICES IN U.S. FUNDS 
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‘6 of 49 possible numbers from 1 to © 


ing numbers chosen in the draw—you win - 


nes for 10, 26. or 52 weeks. aei game 


gives you another chance at the grand prize for 

_ every draw in which you are entered. You 
receive a "Confirmation of Entry" by return 
mail acknowledging your order and indicating 
the numbers you have selected as weil as the 
draws in which they are entered. 


‘HOW DO I KNOW WHEN I WIN? 
You will be notified immediately when you 
win a prize of $1,000.00 or more. Also, a 
compete list of all winning numbers will be 
sent to you after every tenth draw so that you 
can check along the way to see how you are 
doing. At the expiration of your subscription 
you will be sent a final statement of your 
winnirgs. Al! prize money will be converted to 
any currency your wish and confidentially 
forwarded to you anywhere inthe worid. 


So mail your order today—the next big 
winner could be you. 
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s economy is baik to boom times, with | 
each around 10% this year and with the | | 
rplus for the first time in 20 years. But | 


ks underlying problems in a technically | 


‘sector, and a much over-borrowed 


Meanwhile, the government appears un- 


ab ut iow far and how fast to move on opening up | 
arkets to eager foreign investors. Business , 
ony Rowley and Seoul correspondent Paul | 


ort on the implications. of the current boom for 
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he major coalition partners in the | 
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a governing docu- |. 
: 1 | Pages 52-54 | 
| Indonesia’s problems ` :with falling © 
| energy revenues, which account for 
¿more than half the country's export | 
| earnings, have been heightened by | 
[the recent Opec decision to limit 
i members’ daily. production. 


what promises to be the 


bags 38 | 
Japan's white paper on defence sing- | 
les out the Soviet Union as the chief 
l SONATE | 
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|| Page 59 


New Zealand's largest cities-are ex- | 


| j| periencing a property boom — though 
t | there are those who worry that. it will 


india and are “laune 


threat to New Delhi. 
fige 26. 


ng raids from p 


their new base in ues posue a d Page 68 . | 
| = | The defeat of the Jenkins Bill vena: | 
o row margin indicates that protec- 

` young LDP MPs form a tionism is not yet a dead issue in the | 
protest against what they | 
kyo s. Sgreyelling’ foreign | 


| Page 78 | | 
| Sumitomo Bank's purchase of profit- 
e between India | 
ta shadow on 


eventually run out of steam. 


year. 


participation rights in the US 


| Goldman Sachs may be only the first 
| of such moves. 
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.in New Zeal land 5! 


~ Boom masks a near-bust . 
r Interview: /Chung In Yong: Payments 
surplus will mean policy changes — 
Even deeper now in debt. 
~ Privatised banks still do not lead 
private lives. 


Equal rights means the freedom to make 
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US suspends security 
pledge to New Zealand 


The US announced on I2 Au- 


New Zealand — 


"adequate corrective mea- 


policy not to allow visits by US 


nuclear arms. 


ministers confirmed by letter 


the. Anzus treaty and an- 
nounced an A$130 million 
(US$78 million) joint project 
to develop an anti-missile 
decoy for ships. 


arachi airport 




























leader Benazir Bhutto was 
arrested at Karachi airpert on 
3 August. Police said she was 
bout to leave for Faisalabad in 
unjab en route to Lahcre to 
address a PPP rally. | 

< Bhutto had announced plan 








e same site as the Pakistan 


changed the venue to a nearby 
te. B 
^ Pakistan's Prime Minister 
Mohammad Khan Junejo has 
ancelled the 14 August rally of 
his Pakistan Muslim: League 
^to avoid confrontation with 
Opposition parties  hclding 
.& public meeting in the same 
vicinity in Lahore. Addressing 
the nation on radio and TV, 
_Junejo appealed to the opposi- 
| tion to cancel their meeting as 
- Well, so that Independence Day 
. celebrations are not marred bv 
political clashes. "As prime 
minister it is my fundamental 
. duty to safeguard every Pakis- 
tants life and property," he 





| announced a US$26C 
A sale of electronic and 


8 anti-submarine wa r- 





gust the formal suspension of- 
its "security obligations" to | 
pending | 


| project 


sures” — Meaning a reversal of | 
. Prime Mirister David Lange's 


warships that might be carrying. 


Pakistan People's Party (PPP) 





for an opposition meeting at || 


uslim League rally but later || 


[| 


attack Sikh militants seeking 
refuge in the Golden Temple at 
Amritsar, was claimed by Sikh 


| single security guard, was gun- 


overtook his vehicle on motor- 


n M iw. ars mili t ary: t O | up- t injured in t he attack: : 






































to upgrade 32 S2 
maritime reconnaissance air- 


.cráft. V | 
China's official Xinhua. 


newsagency reacted sharply to 


the sale, calling it “an act of de- | 
| fiance against China's consist- | 


ent stand" opposing US arms 


J | sales to. Taiwan. The Taiwan 
At the same time, during | 
ji. annual talks held in San Fran- | 
l- cisco, Australian and. US 


Relations Act, passed. by con- 
gress in 1979 following the 


| switch to diplomatic recogni- 
| | ' | tion of Peking. requires the US 
their continuing alliance under. | 


to supply Taiwan with neces- 


| sary defensive military equip- 
| ment. The Defence Depart- 


meat had previously said. it 


j would sell Taiwan military 
| equipment worth US$720 mil- 
. For the first time, Australia | 
insisted on and gained a refer- | 
ence to trade problems in the | 
final communique. This, re- 
corded Australia'sobjectionto | forn | 

Ger. Arun Vaidya. who re- 


lior in fiscal 1987. 

o — Cari Goldstein 
Terrorists kill India's 

former army chief — 





tired in January as chief of the 
Indian army, was assassinated 
on 10 August by four terrorists 





Singapore High Court judge 
Punch Coomaraswamy grant- 
ed a request from the direc- 


; tors of Sigma International to 


postpone until at least 1 Sep- 
tember a liquidation petition 
filed by nine of Pan-Electric 
Industries’ creditor banks. 


| Sigma's lawyer said that an un- 


disclosed party was considering 
the injection of *a considerable 


| amount of money” into Pan- 


Ei, which collapsed last 
November. jeopardising the 
Singapore stockmarket. The 
creditors say $$320 million 
(US$107.8 million) would be 
needed to save the firm. 

— Nigel Holloway 


First oil production 

in China’s Beibu Gulf 

A medium-sized oilfield in 
China's Be:bu Gulf has begun 
production of 10,000 barrels 
per day in a two-year trial-pro- 
duction operation. The Wei- 
zhou 10-3 structure is the first 
South China Sea oilfield to be 


at Pune, headquarters of the | developed, after five years of 


army's Southern Command. 

Responsibility for the kill- 
ing of Vaidya, who was army 
chief in June 1984 when the 
government ordered troops to 


separatists. Vaidya had re- 
ceived threatening letters from 
Sikh militants, who had sworn 
to avenge the army's attack on 
their holiest shrine. 

Vaidya, riding in a car ac- 


ned down by the terrorists who 





5. The general’s wife was 


£ 





_ — Salamat Ali 











| 
| 
: 
| 
| 
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ae 


exploration in the area by 
foreign oil companies. The 


field was discovered in 1982 by | 


a consortium of Total Petro- 
leum. Elf Aquitaine, Statoil 
and the Beibu Offshore Oil 
Development Corp. 

~~ Louise do Rosario 


Hooker/Harrah’s casino 
contract withdrawn 
The New South Wales cabinet 
has scrapped a contract giving 
a consortium of Australia’s 
Hooker Corp. and the US Har- 
rah's group the right to build a 
A$610 million (US$371 mil- 
lion) casinc-hotel complex in 
Sydney's Darling Harbour re- 
development. The move fol- 
lowed a police report which 
cited 1983 bribery charges 
against Hooker chairman 
George Herscu over payments 
to a construction union boss, 
Herscu pleeded guilty but no 
conviction was recorded. 
Hooker has vowed to take legal 
action to defend the contract. 
— Hamish McDonald 


Hongkong sentences man 


for securities offence 


A Canadian businessman, 
Errol Fisher. was sentenced to 
18 months in prison in Hong- 


kong for dealing in securities 
without being a registered 
dealer, The company he repre- 


— (I 


l 
| position to US pres 


cial, had used salesmen acting 
under aliasesto se 










Sell shares in ar 
unlisted Canadian public com- 
pany, Inte'icom Systems. The 

case was viewed as a landmark 
| in the use.of the regulatory prò- 
| visions of the Securities Ordi- 
| nance to punish rather than re- 
| primand. The sentence is re 
| garded as.a deterrent, designec 
| to show that Hongkong is seri- 
| ous about protecting the in- 
| 
| 
i 
| 
H 
i 
| 
i 








| vesting public from sharp prac- 
| tice and what the magistrate 
called "silver-tongued financial 
— Philip Bowring 
m 
| South Korea's trade gap 
-with Japan widens 


| The rising yen is boosting the 
|size of South Korea's trade 
| 
i 


i wolves." 





| the first half of 1986, the defi 

| with Japan rose to US$2.7 bil? 
| lion. up 68.8% from the same 
| period last vear. Imports from 


‘Japan rose 41.276 in value, 
| while exports to Japan only 
| gained 11.6%. South Korean in- 


| 
I 
| 
| and treated raw materials, and 
ithe ven's appreciation has 
| raised prices paid by South Ko- 





Taipei n 


consultations 


trade 
held on 4-8 August in Washing- 


| ton, Taiwan's Ministry of 
Finance announced on 8 Au- 
gust that it wouid abolish a con- 
| troversial customs duty-paying 
| system. by 1. October. The 
| move appeared to have avert^" 
| the threat of retaliatory m: 
| sures by the US, which had pic- 
| viously launched an unfair 
| trade-practices action under 
i section 301 of the US Trade 
| and Tariff Act. The White 
i 
| 
| 
| 
| 
i 








| House said on 11 August that 
| the case against Taiwan would 
be terminated as soon as t 
| duty-paying tables are f 
| eliminated. Economi 
cials in Faipei also sM 
would be reduced on 5 
items on which the U 
manding cuts — th 
as much as the 50% 
sought by Washingt®ig 
At the same time. 
| dollar continued its risz- 
the US dollar. des 
Central Bank of Chir 
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a 15-20% revaluati 
the local currency. 









BOOST FORK/ BL L | 
Zimbabwe, which hosts the summit 
of non- -aligned nations later this _. 
month, has decided to recognise the 
Soviet-backed regime in Afghanistar 
When Zimbabwe's Prime Minister . 

Robert Mugabe visited the Soviet - 

Union earlier this year Sovi ader 
Mikhail Gorbachov was able om 






















































A dean if outside ii 
there ends. The fact th: 
backs Mugabe's policy 
opposition to apar 
When Zimbabwe ¿ 
odds over South Af 
| crucial. Washington Tent stopped 
economic aid to Zimbabwe in 
retaliation for its public criticism of - 
the US approach to dismantling 


the P that rorat President 
Corazon Aquino to power, As now. 
"working in Washingtonasa . y 
consultant to the World. Bank. Hei is 

an adviser, on external debt to the ; 








nable — an apprópi o 
iven Manila’ s level or foreign ee 









apartheid leader 










- planes bombed. a. | Hongkong 
ser B a raid on the Iranian en 































IN damaged the offices of Bank of 
Saudia Airlines and Kuwait Air- 


“Police arrested more than 1,000 
and Muslim demonstrators during - 
val protests in New Delhi over a disputed 
e (7 Aug.). Security forces captured the 
ortant Sikh terrorist inthe country 
minent Sikh underground lead- 
said (9 Aug.). Gunmen shot dead - 
| Vaidya, who was hea of the In-- 








formed Afghan | 
us decisioni m d 



























































borrowing. Insiders say the bank is 
paying a debt of gratitude to Virata 
for his cooperation during the rule of 
former president Ferdinand Marcos. 


UE HONOUR FOR ABE 


Former Japanese 

| foreign minister 

Shintaro Abe, 

^ will visit T hailand 

privately, to 

receive an 

| honourary 

doctorate. When 

he was foreign 

minister, Abe 

| visited Asean 
countries once 


with Prime Minister Yasuhiro 
= Nakasone and attended annual Asean 


dialogues. Abe, who still hopes to : 
succeed Nakasone, wants to associate - 
himself with Asia in the minds of | 


J apanese. 


MOVING UP 


- |. Vo Dong Giang, a minister attached 
to Vietnam’s. Foreign Ministry, is — 
“being tipped in Hanoi as a possible 


successor to Foreign Minister 


Nguyen Co Thach. Col Giang, à 
- |-one-time political commissar from 
-central Vietnam, was provisional 


revolutionary government 


:4;ambassador to Cuba and its 


spokesman in Saigon before 1975. 


. After nearly 10 years as vice—foreign 
| minister, ‘Giang was recently elevated 


| distribution of shares in its subsidia 


— 


cash while maintaining its stake 


being considered include a 


Scuth Korea recently to suggest a 









to ministerial epe 






v Where he will keep. 
watch on pubs affairs. 7 


FARMING OUT? 


A group of shareholders in Hongl 
Land are planning to thwart the 

















Dairy Farm, to shareholders. T 
promised distribution, or salea 
rather than current value, is see 
way for Jardine Matheson tor 















Land. It has been criticised as helping 
Jardines at the expense of its -. 
associate, Land. Counter moves 








shareholders' consortium offer to 
Land for Dairy Farm, and legal A 
action to stop it on grounds that . 
the proposed form of disposal is 
contrary to the interests of the cor 
pany. | l i 


MOSCOW'S TIP-OFF - 
When North Korea approached 






three-way “military summit" 
involving the ministers of defence _ 
from the two Koreas and the... pnr 
commander of US forces in the | 
South, the US had already been, 
tipped off — by the Soviet Union. 
The initiative was rebuffed, but it 
another indication of Moscow's - 
increasing involvement in North 
Korea. 
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| the Golden Temple, the Sikhs" holiest shtine 


(/0 Aug.). Police fired tear gas to prevent 


Hindu demonstrators storming the Chinese» 


| Embassy in New Delhi to protest at alleged 


Chinese military incursions into territory 


claimed by India ( H AME ). 


MALAYSIA | 
Prime. Minister Datuk Seri Mahathir . 


Mohamad announced a new 23-member 
cabinet with four new ministers and a minor 
reshuffle of portfolios (11 Aug.). 


MONGOLIA 


or erepemed i in Suva, Fiji (8 id ? 






| than 50 houses set ablaze in fresh ethnic vio- 
' lence in the northern and eastern areas, offi- 


: Reagan announced plans to 
i. about US$260 million in avion 


PHILIPPINES 


charges following his abortive | te 
| month (8 Aug. ). 


China and Mongolia signed a consular | ad endnote oi kaden who ined 


treaty in Ulan Bator, the first such agree- | 
. ment between the two countries since they - 
.established diplomati relations in 1949 (9 SRILANKA 
Aug-).. 2 : 
ral New Delhi, it was reported (6 | - 
NEW ZEALAND | 
The US suspended its defence commit- ; 
ment to New Zealand under the Anzus . 
treaty with the support of Australia (/2 | TAIWAN 
Aug. Je : 


PACIFIC ——— ps | 
— The annual meeting of the South Pacific . : 
| marine aircraft, it was reported (9 Au 





LLLA 


Opposition leader Arturo. Tolentino 
he had agreed to take an oath acknowledgi 
the existence of the Aquino gove 
exchange for the dropping of reb 











SOUTH KOREA 


and firebombs, witnesses said (72 Aug.).- 


At least six people were killed ande more 











cials and residents said Pu Aug.). 










The administration. of ue 


equipment to upgrade 32 ageing. anti 


























































By John McBeth and Paisal Sricharatchanya in Bangkok 


SG ixteen days after Thailand's 27 July | surprise move, Arthit led a celegation | turned over the job to trusted fórmer a 
general election, newly reappeinted | of the military and police top brass to | force commander and deputy ministe 
Prime Minister Prem Tinsulanond un- congratulate Prem on 6 August. one | Air Chief Marshal Panieng Kanthara 
veiled the fifth cabinet of his urinter- | dav after the prime minister was re- | Panieng shares with Siddhi the distin 
rupted seven-year management — dem- appointed. | tion of being the longest sitting cabin. 
onstrating once again that the pclitical | — But despite Arthit’s latest gesture — | member. assuming the deputy defenc 
parties have yet to find the cohesicn and | linked to a brief audience he and Prem post under then prime ministi 
the legitimacy necessery to dicta:e the | had with King Bhumibol Adulyadej on | Kriangsak Chomanan in May 1979; 
terms of democratic government. Com- | 5 August at the opening of the new The only prospective elected cand 
. ing up shortly is the main event oa Au- | Chulachomkhlao: Military Academy | date for defence had appeared to b 
gust’s traditional double bill: the annual | east of Bangkok — most political Rassadorn Party leader Gen. Thiench: 


rq Ne era reat reta f virer odere pet martyr rS RP AG Ptr Aria gu rere ere rto 


military reshuffle, generally regarded as ] Sirisamphan, who retired from the arm 
the barometer of real power in the Thai | only days after playing a key role in pu 
-political equation. | portray publicly. Among other things, it | ting down last year's 

Although the prime minister's quota | is understood the prime minister hasnot | tember coup. But insiders say atg 
of appointees was reduced from 11 in | completely forgotten the day in | commander Gen. Chaovalit Ye 
the previous cabinet to seven in the new | 2 | l 
44-man administration, he still man- 
aged to keep a firm grip on the impor- 
tant defence, interior and finance 
portfolios. At the same time Prem effec- 
tively diluted some of the influence that 
. Deputy Prime Minister Bhichai Rat- 
- takul’s 100-seat. Democrat Party had 
. earlier been expected to exert on the 
. rulingfour-party coalition, — 

.. The Democrats were given roughly | 
their quota of 16 slots, but in the process | 
hey were only allowed control of four 
linistries — agriculture, education, 
ublic health, plus science and technol- 
ogy. The Chart Thai Party, which | 
trailed the Democrats by 37 seats in the | 
election, holds the industry, communi- 
cations and justice ministries and 
Foreign Minister Siddhi Savetsila's So- 
cial- Action Party (SAP) regains the 
‘im of the foreign affairs, commerce. 
and university affairs portfolios. —— 

. The fourth party, Rassadorn (Peo- 
.ple), was allotted three positions im the 
‘selection process, which surprisingly | 
Saw a partial return to the same formula 
that brought about the collapse of the 
first Prem government in 1981, with 
-deputy ministers selected from among 
the coalition partners sharing the re- 
sponsibilities of seven of the portfolios. 
>o The coalition partners control 232 
|. seats in the expanded 347-seat House of 
Representatives and on key issues. be- 


analysts believe their real relationship is 
far from the reconciliation both tried to 


abortive Q Set 
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November 1984 when Arthit lashed out chaivut would not have been Cs 
at the government's decision to devalue | fortable with the one-time Specia 


the baht during a TV interview. Forces chief because he was considere 
As widely expected, the controver- | to be too. independently minded, a trai 
sial former finance minister Sommai | not exactly cherished among servini 
Hoontrakul was dropped. Although re- | senior officers in general. AUT 
spected in international financial cir- E l 
cles, his austerity programme i3 recent W ith Prem deciding against appoint 
| years was criticised by the parties for | — ing a deputy for Panieng, Thieg 
causing the extended period of econo- | chai became one of the five: qsyefü 
mic downturn. Replacing him is Suthee e 
| ) Singsaneh, another non-partisan figure | Chart Thai leader Ch p 
| ginning perhaps with the confidence de- | who had served as Sommai's deputy | van, SAP deputy leader Pong 
| bate that traditionally tests the muscle : “since. mid- 1981. . Suthee, who has and surprise appointee Ag 
of any new administraticn, they canalso | worked closely with Prem since the time | Boonyachai. Sonti occupifd a simi 
expect to draw on the support of two or | he was Budget Bureau director before | lar post in the previous 
/ssibly three other parties which were | 1981, is described as more accommodat- , under the quota of the Prachakorn Thai 
not included in the cabinet line-up. | ing than the politically inflexib'e Som- | Party, though ke decided not to run for 
The absence of supreme commander | mai. | re-election last month because of a con- 
thitKamlang-ek fromthe listof | The sensitive defence post was gen- | flict with party leader Samak Sundara- 
pointees — coupled with the fact chat | erally regarded as non-negotiable from | vej. Wu y 
e 44 cabinet portfolios are fully taken | the outset, but in keeping with a new | Both Prem and Paniéng will oversee 
) — put to rest speculation of a politi- | principle that ozone person should con- | the forthcoming military reshuffle. Al 


of a pel 
eer for the retiri gge 4 currently hold two appointments, Prem . though traditional affiliations will b 
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tion boe. staff 
ficers over promotion opportunities at 
higher levels. - 

The prime ministers choice of 
former deputy prime minister Prachuab 
Suntrangkoon as the new interior minis- 
ter appeared to be at least acceptable to 
the Democrats, even if they had pushed 
for the appointment of deputy party 
leader and former 4th Army command- 
er Gen. Harn Linanon 
vital post will hold swa 
of things in future ele 
tion partners had of 













he | four — In- 
v posts was retained by 
^ southern MP Veera 
Musikapong, the Democrat who is seen 
to be closest to Prem. Although he will 
kee other parties, Veera is likely to be 
contacts with the. Pravne 
network. oi 
Harn, for his. part, We 
‘choice as agriculture minister, 
. economic portfolio the Dem 












aged to grab after prol nged Pargaining 
with the other coalition partners. The - 
SAP's incumbent, Surat Osathanugrah. 


held on to the commerce portfolio the 
‘Democrats had coveted and- litle- 
known Chart Thai businessman -Pra- 
ter. 


have pushed hard for the communica- 





d combat- line. of- : 


ecause this . 


| charge of all-important day-to-day - 


a surprising 
the only : 


muan Sapavsu was made industry minis- l 


The Democrats are also- reported to 


hare duties with deputies from the - 


tions portfolio, but that went instead to - 


Chart Thai secretary-general Banharn 
Silpa-archa. And in the end, Bhichai 
was forced to settle for the less influen- 
tial but perhaps more politically safe 
ministries of health, education and 
cience and technology which the 
»mocrats had held previously. 
™ No serious effort appears to have 
been made by.the. other coalition 






partners to wrest control of the Foreign 


Ministry away from SAP leader Siddhi, 
who has occupied the post for the past 
six years. Still, though he i 












Been às cosy as it has been made out to 


. does not have an intimate 
ge of the mechanisms that reg- 


is a classmate. 
of Prem, the relationship has not always. 


iders say that because the prime 


been kt mn in the past to make almost l 


impossiblg demands on Siddhi — and 
C dgKtremely testy when they have 

. not been carried out. 
Well-placed coalition sources told 





the: REVIEW that announcement of the. 


"cabinet was originally planned for 9 Au- 
gust, but was delayed until the eve of the 
12 August celebrations marking Queen 
Sirikit S 34th birthday by. ‘behind-the- 












tions, has Mies left a uc 
among many first-time MPs. Describing 


the. series of post-election meetings. | 


new Democrat MP and former Tham- 


masat University lecturer, Surin Pit- 
suwan wrote in the Bangkok Post: 
*. .. The subject matter has nothing to 
do with new vision or bright ideas. Sur- 


vival is the only concern. ‘We won't sur- 


vive the next election if we are not in- 


cluded in the government. We have to 


exclude that party if we are to gain more 
seats in the next election.' Such are the 


questions and issues that take up so 


much time.’ 

Given an ‘formal alliance between 
Chart Thai, SAP and Rassadorn — os- 
tensibly forged to raise their collective 
bargaining power with the Democrats 
— it was no surprise. that the delay was 
largely blamed on the latter group. 






'an- go to reactivate the slug- 
suh economy. For astart, the coalition 
partners will find it difficult to fulfil their 
campaign promises (REVIEW, 17 July) 








in view of the splitting up of various eco- 


nomic portfolios. 
— Perhaps more importantly, the 
heavy revenue shortfalls — coupled 


with Thailand's commitments to the 
IMF to keep fiscal deficits within man- 
ageable levels (REVIEW, 26 J une)——are 
running counter to the prevailing mood 
in the elected House of Representatives 
for higher economic growth through 
larger government spending. 

In remarks apparently partly de- 
signed for the ‘parliamentarians’ con- 
sumption, the newly appointed finance 
minister told newsmen that the austerity 
policy pursued by the former regime 
was correct but,.now that a fair degree 
of economic and financial stability has 
been achieved, "this may be the time to 
take steps for economic recovery." 
However, Suthee — as well as his 
new deputy, first-time 


the election, Suphachai, 
economist and former senior central 


an across-the-board 
drive. - 

Recognising. the overall budgetary 
'constraints, Suphachai said he would 
negotiate. with the military to try to ar- 
rive at. a “better management" of the 


sensitive defence budget so that suffi- 


position. of second deputy finance 
minister goes to little known Chart Thai | 
MP from Suphan Burs Ad Pothisut- | 
| hon. 


nh how p the new gov- i 


Mes yen 


Democrat | 
Bangkok MP Suphachai Panichpakdi— - 
are not expected to entirely drop the au- 
sterity approach. In an interview before © 


a || of the Gerakan itself — in favour. 
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there would 


. he said, adding: “There are some pei 
ple who think that because some mer 
. bers of the opposition were elected, we 
a respected . = 
. us to do. Well, we will follow what ù our n 
banker, emphasised. the need for selec- s te 
tive growth in specific areas, rather than | 
expansionary | 
| ties was retained. Despite having been 
| thrashed in Chinese areas (REVIEW, 14 
. Aug.), neither the Malaysian Chinese : 
. Association (MCA) nor the Gerakan : 
| party, both speaking for Chinese 4 
. terests 
cient resources could be freed for other - 
productive economic development. The — 
_ deputy president Datuk- Paul’ Leo 
| was dropped as primary industries minis: 
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Mahathir consolidates power 
in his new cabinet 


By Suhaini Aznami in Kuala Lumpur 


n 11 August, just one week after 
National Front's sweeping: o 
victory, Prime Minister Datuk S 
Mahathir Mohamad announced à i 
cabinet — consolidating his position i 
no uncertain terms. While cabine 
changes seemed unspectacular in term 
of personnel shifts, perceived allies of 
Mahathir's former deputy and. political 
rival, Datuk Musa Hitam, have either 
been transferred to less-influential posi- 
tions or dropped. i 
‘When asked about the direction. hi 
new cabinet would take, Mahathir sai 





Mahathir: seai ng ne S, 

be “no major n 
changes. We think we are on-the ri 

track, that's why we won this elec 


should follow what the opposition wan 


Spp want us to do." 
Meanwhile, the powef. bal 
among component National Front 


in government, suffered: - 
further erosion of their already? sm: 
representation. Although! Gerak: 


ter, this was apparently at the reque 



























‘portfolio — the traditionally MCA-held 
Housing and Local Government 
portfolio — presumablv for MCA presi- 

dent Tan Koon Swan should hë survive 


Mahathir did not deny the possibility 
> when asked if Ghafar was holding the 
- post for the MCA. “We are holding out 









||. seat is reserved for the MCA.”. 











"having won 83 out of 84 of its contested 
yarliamentary seats — the United 
Malays National Organisation (Umno) 
etained its 14 ministerial and 14 deputy 
hinisters' posts. Foreign Minister 
nku Ahmad Rithaudeen was trans- 
rred in a direct swap with Information 























ninor shifts were executed to accom- 
late newcomer Parti Bersatu Sabah 
PBS) to the government since its entry 
n 5 June, alow-key exercise made sim- 
e by Sabah's Berjaya quitting the coal- 
tion on the eve of elections. 





| ll in all, the reshuffle was far more 
A interesting for its studied sealing of 
ihathir's nerve centres. The prime 
nister’s closest supporters 


fahathir’s former political secretary, 
egat Junid Megat Ayub, who now 
holds the important deputy home minis- 


tical neutral Datuk. Radzi -Sheikh 
imad. Other strong Mahathir allies 
ain their key positions in the reshuf- 
, most prominently Finance Minister 










ter Datuk Seri Sanusi Junid. 
. Conversely, the so-called 


federal capital where their activities can 
be better monitored, or transferred to 
lower-profile ministries.  Conspicu- 
ously, former Johor chief minister 








Johor home base while ensuring that 
| Ajib was brought under Mahathir's own 
eye. Ajib was credited with building up 

and retaining Musa's support in Umno 
-Johor with a view to. Musa's possible 
challenge to Mahathir for the party 

residency next year, — > 
miarly, outgoing Pahang Chief 
er Datuk..Najib Abdul Razak, 

iperceived Musa ally, was ap- 
nister of culture, youth and 



































-base in the southern states: 


: | me Minister 
3hafar Baba was given a second 


his trial and financial test in Singapore. - 


-for some time," Mahathir replied ellip- - 
tically. Later, when pressed, he con- 
ceded thet “the likelihood is that this . 


$ As the dominant party most respon- - 
_| sible for the National Front victory — 


finister Datuk Rais Yatim. Other. 


iniste | were. 
laced in key positions — notably 


ter's post under Mahathir, replacing po- 


jaim „Zainuddin, Education Minister l 
Anwar Ibrahim and Agriculture Mimis- - 


m | “Musa - 
boys" have either been brought to the - 


 Datuk Abdul Ajib Ahmad, a Musa pro- | 
tégé, was appointed deputy minister in | 
¿the Prime Minister's Department — at | 
once removing a key figure from Musa's | 

















prise resignation in February. 

Musa’s allies were not tctally re- 
moved from the cabinet. Mahethir can- 
not chop off heads at will for fear of a 
bacxlash of resentment at next year's 
party elections, observers said. 

In the party power play, Musa's own 
chances at assuming leadership of 
Umno are somewhat diminished with 
Umno's recent brilliant performance. 

. State-level power plays are certainly 
less sedate than in the federa capital. 
Penang sounded the first post-election 
alarn on 6 August — just two days after 
results were announced when 
Penang Umno chief Datuk Abdullah 





Anwar: groomed for succession. 
Penang chief minister's post should now 
|. go to Umno. His rationale was simple: 
‘Umno had won 12 state seats, a shade 
more than the Gerakan with rine and 
the MCA with two, combined. 
. Abdullah’s call prompted an im- 
 medate response from the Penang- 
based Gerakan, whose party adviser 
and elder statesman, Chief Minister 
Lim Chong Eu, has held the pest since 
1969. Despite several attempts :o retire 
from politics, Lim had agreed :o stand 
in the recent elections to help the Gera- 
| kan against the opposition Democratic 
. Action Partvs ^ (DAP) election 
onslaught in Penang — and to tacitly en- 
sure that the state leadership remained 
_ inthe party. EL | 

* .Ir the event, Lim’s decision en- 
-hanced Gerakan's performance when 
 Penang's 57.2% Chinese realised that in 



























ster of cult | | voting Gerakan, they were voting in a 
, again weakening Musa's Umno |+C 





inese chief minister. Despite this, the 
F still managed to wrest 10 seats in 

















Ahmad Badawi declared taat the 























ever, has been sli 






The subject is hi; motional anc 
racially coloured. Penang, with a 32.8% 
Malay population, is the only state witt 
a Chinese chief minister; the rest oi 
Peninsular Malaysia's state chiefs are 
Malays from Umno. x 

Thus, as Abdullah was swiftly sec- 
onded by other Umno stalwarts, the 
Gerakan sent out noises that it would 
seriously consider quitting the National 
Front and joining up with the DAP to 
take Penang as an opposition govern- 


ment. | 
U mno's desire to appoint one of its 
Ww own as chief minister is not new. 
Apart from sheer arithmetic, Umno 
leaders from Penang have long facet 
pressures from their ranks — a situation 
exacerbated with its 100% victory in 
Umno-contested seats. On the ground, 
the opposition Parti Islam (Pas) was also 
taunting Umno for not daring tc 
fight for Malay interests. — 
 Umno's raison d'etre — 
Umno msider said. In parochiai- 
ly motivated Penang, pressure 
due to state pride is a real issue. 
Penang, moreover, is the 
home state of Umno youth chief 
Anwar. an up-and-coming figure 
who enjoys Mahathir's confid- 
ence and is being groomed to suc- 
ceed him. Given such credentials 
— plus the role of party youth 
wings as agitators for political 
change — the pressures on Anwar 
were al: that much stronger to at 
least be seen to push for a long- 
desired goal. And Anwar will be 
defending his Umno youth chief's 
post at :he coming party general 
assemb y. E 
Given the way Malay politics 
is played, Abdullah, as Penang 
Umno chief and Anwar's rival, 
had to make the first post-elec- 
tion moves or risk losing politi- 
cal points. Although Abdullah is no 
contender in the youth elections, being 
slightly older, he too was once thought 
to be a possible contender for the coun- 
try's leadership. This possibility, how- 
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cabinet reshuffle, from edi 
ter to his present, less politically iri 
fluential defence portfolio. 
But as Gerekan and Umn 
flew to Penang for à series of intr 
huddles and inter-party negoy 
the threatened crisis was s 
fused. Umno was reminded t 
was a predominantly Chines 
no one wanted to aggravate an already 
racially polarised post-election scenario 
nationwide. Umno Penang’s suggestion 
to create a deputy chief minister's post 
for one of its senior assemblymen was 
also thrown out, apparently because the 
federal government feared it would 
create a precedent f jer states. 


























EXrEEES OO 1 M a 
The IBM Smart Office: 


It's waiting to Join your company. 








. To work more efficiently 
. they need information 
other people have. 





= computers have a way of 
multiplying. You get one and producti- 
vity increases. So you get another and 
the same thing happens. Pretty 
soon you have an office with lots of 
people working on lots of computers. 
Little islands a productivity. 

But people don’t work in isolation. 


That’s where the 


IBM Smart Office comes in. It 


joins your whole company by smoothly 


| linking all your office equipment. 


| 


| 


Consider what this means. 

Accounting needs some projections 
from Sales. A touch of a key tells 
Smart Office to go and get it. When the 
Planning Department wants to print 


It’s how we put it to gether that sets us apart. 










"Ma SIN 


a long report, they simply touch a key 
to use the high-speed printer upstairs. 
The IBM Smart Office is a 
comprehensive range of solutions de- 
signed to help people find and use the 
information they need. And more 
than that, Smart Office provides an 
economical way to share resources 
like disk storage systems, 
modems and high-speed 
printers. 


c INN Sa > SM 


Whether your 
company has a collection of 

PCs, larger computer systems or 

a combination of both. there's an IBM 

Smart Office solution ready to Join 

your whole company. 

Why not join your IBM representa- 
tive in a discussion about what a Smart 
Office can do for you. 





IBM is a registered tradem irk of International Business 




















Machines Corporation 


CORPORATE STYLE IN ASIAS GATEWAYS. 


SHERATON WORLDWIDE RESERVATIONS 

ant, confirmed reservotions at * 500 Sheraton Hotels worldw de 
HONG KONG 3- 7393535 KUALA | UMPUR 243-7522 
SINGAPORE 532-6000 JAKARTA 3807032 


Or See your Travel Agent 








COME TO SHERATON HOTELS. 


Sheratons Asia is a growing 
world. A world of business 
supported by a network of 
exceptional hotels. 
Providing assistance and 
facilities for those important 
moments in your day. Then 
allowing you to relax, away 
from the frantic pace of 
business in Asia. 

An uncompromising hotel 
standard. With 
distinguished restaurants and 
elegant lounges offering 
attentive. courteous service. 
When you travel through 
Asia’s gateways. 

Come to Sheraton Hotels. 
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Sheraton 


The hospitality people of TET 
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We make cars, 
trucks, aircraft 
and money. 


And every year we make more of them. So much so, that for the last five years Saab-Scania Group sales 
have increased by an average of 18% and profits have risen by an average of 2496 per year. 

This is the result of a determined policy of concentration and specialization in products for wel! defined 
market sectors. Areas such as high performance passenger cars, trucks for heavy transport and aircraft 
for regional traffic. In these areas Saab-Scar ia products have earned a reputation for technical innovation 
and quality. 


In the field of specialized transport technology the symbol of Saab-Scania is the sign of technical innova- 
tion and financial strength. 








The Saab-Scania Group manufactures automotive and aerospace products: 
passenger Cars, trucks and buses, military aircraft, missiles, satellites and the Saab 
SF340 airliner. The Group also develops other acvanced products in the fields of 
electronics, optics, sensors and image processing as well as in the area of energy 
technology. 

We employ 47 000 people in locations in Sweden and 30 other countries. 
In 1985 the Group sales were SEK 32 billions (GBP 2.9 billions) with profits of 2.8 billions 
(GBP 255.2 m.). Return on total assets was 14.5 per-ent. solvency (ecuity/asset ratio) was 
50 percent and capital expenditure amounted to 4.4 billions (GBP 401.1 m.), equal to 13.8 


sapis ccm SAAB-SCANIA 
Leaders in specialized transport technology. 


For further information please write to Saab-Scana AB, Corpcrate Communications and Public Affairs, S-581 88 Linköping, Sweden 


























Aquino's commission is olg 


By Rodney Tasker in Manila 


W hile the political focus in Manila is 
firmly on the durability of Presi- 
dent Corazon Aquino's makeshift gov- 
ernment, a group of 48 Filipino notables 


has been quietly cobbling a new con- 


stitution to give her administration th 
legal underpinning it urgently seek 


After more than three months of often 


heated debate between a majority of 


conservative politicians and lawyers on - 
the one hand and 17 members labelled 
“progressives” on the other, the con- 
stitutional commission is now putting | 


the finishing touches to what promises 
to be the most radical constitution. in 


"dl pine history. 


e central theme of the delibera- | 
tions of the commission — all appointed 
—1isa perceived need to rid. i 

yy. tr ted | house congressmen and local officials 
| will be able to stay for nine years. 






by Aquino. * 
the Philippines of. any. me 
president Ferdinand Marcos’ re 
system and to establish a. 


democratic constitution t udi an double 


local lectoris dd March 1987. 

Although resolutions passed. so far 
by. the commission are liable to be 
amended at a final plenary session, it 
-seems certain that the charter will allow 
"Aquino to remain in power for six years, 
after which she will not be entitled to 
seek re-election. While to many politi- 





cal observers this represents. a: move to 


stamp a degree « of stability on 





e to agreement on a radical document 















shaky if overwhelmingly popular claim 
to legitimate power, some out-voted 


| to be deleted from the final charter, and 


commission members believe this will. 


effectively render her a lame-duck pres- 
ident. 
It is also almost certain that the legis- 


| lature will revert back to the US-style 


bicameral. system of a 200-member 
house of representatives and a 24- 
member senate which existed until Mar- 


1972. declaration. of martial law — in 
1973. While the president will not be 
able to stand for re-election, the vice- 
| president, currently Salvador Laurel, 
will be permitted to r 


| cos engineered a constitution to serve | 
i 


less expected of the commission, 


military bases in the Philippines and a 


sweeping land-reform programme were.. 
not. Progressive commission members : 


at the committee stage managed to push 
through a. resolution that the current 
agreement allowing the US to maintain 
its huge Subic Bav naval installation and 
Clark Airbase should be allowed to ex- 
pire in 1991 and that the government 
should have no option to renegotiate a 
| new agreement. 

It is highly unlikely that this clause 
will be finally adopted, but another re- 
solution calling for the distribution of all 

agricultural land to: ¿poor farmers and 








his political purposes — enhanced by his | 


un again after his | 
six-year term, senators will be able to l 
remain for a total of 12 years and lower- - 
- while refusing to make any comment 


f hile such decisions were more or | 





land. and it was mplemented r 
tively to hamme : 


| the Philippines constantly harps on h 
| two issues in its propaganda in an eff 


| nated by the US and that the goverr 
ment does not care about the rural poo is 


The commission agreed that "people 


"February, 
| country's political history when they 
| feelit is necessary. 


| posed preamble to the constitution, 
| which focuses on national territory and 


Li _ clear weapons on its bases. 
| raising the controversial issues of the US | 


Philippines’ age-old territorial clai 
‘the East Malaysian state of Sabah. Int 


san arie e a PY m Nat arm REN A AL NS re et bf ata tao al inten MGE AERA ril n ern 









y co 





favour his cronies. 
ali agricultural lana uding 
coconuts — two of the coun 3 
exports — to be distributed . 
approval by the new:congress. 
AS commission mene 












that. the UN Comani t Part i 


tc show that the ccuntry is still dot 










While the US-bases proposal is li 







the landreform issue is full. 
loopholes, the commission appears t 
be united in ‘its cali for more “peop 
power" involvement in governme 



















































Organisations" should participate d 
rectly at all levels of government by, 
instance, rejecting Or approving | 
passed by congress so long as the orgar 
sations represent at least. 1096 of regi 
tered voters. Woolly though this ma 
sound, it reflects a desire by the com 
mission to acknowledge the power of 
the Filipino people. as demonstrated in 
to turn the course of the 


As it stands at the moment the pro- 


includes a declaration of principles 
(where the US bases clause would b 
it is passed), also presents a.radical d 
parture from the past. It stresses th 
Philippines’ neutrality and non-ali 
ment, and also callsfor the country tc 
free of nuclear weapons. If carried 
would doubtless be another ma 
source of concern for the US wh 





the subject, is widely believed to brir 
ruclear-armed ships and aircraft. into 
the countty, if not actually storing nu- 


Interestingly, the proposed. pream- 
ble drops the oblique reference to th 


existing 1973 constitution, the preamble 
refers not only to the Philippine” ar 
chipelago but also to ancestral territory : 
and lands belonging to the republic 
historial right and legal title" — whi 
was meant by the constitutional com 
mission at the time to include Sabah 
Now, with the deletion, the Aquino 
government will be given a free hand to 
drop the claim, thus removing a long 
standing source of friction with 
Asean partner, Malaysia. 
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By Hc sain Haqqani in Islamabad 


JA fer several months of inf:g ghting, 
"* cissidents within opposition leader 
Benazir Bhutto's Pakistan Feople’s 
Party (PPP) have decided to split openly 
with their leader and form a moderate 
Opposition group led by former Sindh 
chief minister Ghulam Mustafa Jatoi. 
Several close associates of Bhutto’s late 








1year 
BASS OG 


Caountmy 





Beunei 
China 
hiig 





his cabinet — have joined Jatoi, who 
was considered the most influential 
leader of the PPP in the country while 
Bhutto was in exile. 

 ja:oi had accused Bhutto of “au- 
thoritarian tendencies" before being re- 
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president in May. He has since resigned 
from the party's executive committee 
and has been engaged in a bitter war of 
| words with his former leader's daugh- 
. Eis decision to launch his own party 
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FE Sindh and Punjab by drawing away 
locally influential party bosses. While 
the split might not affect Bhutto's agita- 
tion campaign for fresh elections, it will 
certainly influence the PPP's perform- 
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Warring to opposition makes 
compromise more difficult 


By Cad Goldstein in Taipei 


"he government has thrown down the 
| ‘gauntlet to the opposition with a 
- sharp warning that the recently estab- 
lished branch offices of its quasi-party 
organ:sation are illegal and will be 
"dealt with according to law" unless 
y are first registered. 
Statement by chief spokesman 


“Rete: Soft cover US$23.95 or HKS$170 (or 
-the equivalent in local currency). Add the 
Yearbook cost to your subscription rate showr: 
.8t:ove, and send the total, with the comp letec 
“coupon, 





| please enter my subscription for 
- $3months — (16 months | 


E Tyr 


05523. o5/HKS1 70. For airmail ! delivery, 


please edd: USS7/HK$55 the Gevernment Information Office — 


which was published in local news- 
papers on 7 August, threatened to de- 
rail a ready shaky efforts to get a 
dialogse between the ruling Kuomin- 
tang (XMT) and the unofficial opposi- 
| tion. or tangwai, back on track. 

—— Fwa formal meetings between KMT 
officiais and oppositionists in May had 
raised hopes that a new social compact 
could be forged which might permit 
fhe opposition to move towards its 
| | goal of establishing a formal political 

d party without danger of fOntOMMION 
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| Bhutto’ s PPP is threatened by breakaway n moderates 


moved from the office of Sinéh PPP 


Chang King-yuh — director-general of. 


——————— 


m ar re ar i i a a a m oaas: 





damage Bhutto's organisation in | 


Chang: no further conce 


ance in general e electio s whenever they 
are held. — 

The breaking away of Jatoi and his 
supporters reflects Bhutto's inability to 
deal with her party's factional politics 
and her desire to maintain personal con- 





| trol of the party's direction. Although 
| the. PPP has always been torn by-fac- 
father — including many members of | 


tions, the elder Bhutto and his wife, 


- Nusrat, managed to balance various re- 







gional leaders and their supporters 
within the party. During the PPP’s years 
in power this was done through dispens- 
ing of patronage, while in the martial- 
law period common cause against: re- 
pression kept the factions together. = 
Since Bhutto's return from exile, Fu 
PPP has been demonstrating its popul © 
support and the party's activities have 









focused on its returning leader — reviv- 
ing factional squabbles and giving rise to 


a major debate on the future of the 
populist party. The situation has been 
made worse because the party has had 
no internal elections since its founding 
in. 1967, and Bhutto has rejected de- 
mands for apin democracy. | 








(REVIEW, 29 May). In the talks, which 
were arranged. through the mediating 
efforts of several independent. acade- 
mics, the KMT granted conditional a 

proval to plans to establish island-wide 








branch offices of the Tangwai. Public 


Policy Association (TPPA). 

The ruling party continued to insist, 
however, that the TPPA register with 
the authorities under a law governing 
civil organisations amd tha : 
the politically charged 














iiid D atoi o | 
cal terms. Like 
of his prominent 
politically active 






land-owning families 


which have dominated Pakistani politics | | 
| nominated younger leftwing activists to . 
The presence of feudal leaders has | important party positions. : 


for several generations. 


always irritated the PPP's leftwing sup- 
porters, who constitute the pe mass 










Jatoi: leading away the moderates. 


from its title. Opposition leaders have 
just as steadfastly maintained that their 
‘rights of political association are 
guaranteed under the constitution and 
that the law in question should not apply 
to political organisations. 

Following the May meetings, the 
tangwai launched a forward policy in- 
volving the application of maximum 
pressure on the government and has so 
far set up 10 branch associations 


Taipei and Kaohsiung to ac- 
"tommodate Mi eid factions. At least 
two more are likely to be established 
within the next month. At the same 
time, opposition activists are pushing 
plans to turn the bran h stru re into a 
formal party — which remains banned 
under martial law in effect. since 1949. 













fforts. to schedule the third session. 





have been Jed by the ab: 
from Taiwan 
leaders who have gone to the US to rally 


support among the Taiwanese commu- 


nity. Prospects for continuation of the- 
dialogue were already shaky, as many 


oppositionists opposed compromise — 
‘or even contact — with the KMT. 
ü nn legislative elections coming up 







ingi expensive politically to be iden- 


ith the path of what is seen as ac- 
odation. “A lot of opposition 
re afraid it will hurt. hei 


tifie 


hroughout the island, including two. 


& several key tangwai 































































rt 3 ogi- | dn nuts of ihi a S 
t utto,  Jatoi and most 
supporters belong to | 


| 
| 
| 
| 


AHMED RASHID l. 


Bhutto seems inclined to support their 


position. While reorganising the party F 
after her return from exile, Bhutto ig- | 
nored the old guard completely and : 


According to Bhutto, 
iticlans are now opposing her be- 


poh 





the 1983 
campaign in Sindh. 


it belongs to those who have 
gathering. 


| compromise by suggesting vari- 
| ous collective-leadership pro- 
| posals. He also resisted calls 
| from his close supporter and 
| former Punjab governor Ghu- 
lam Mustafa Khar to openly 
| break with Bhutto and “i assume 
leadership of PPP workers." 

But Bhutto's refusal 


tion chances if they appear too. willing © 
to compromise with the KMT,” said 
Daniel Huang, the editor of a tangwai | 


journal. 


Others blame. the government for | 
poisoning the atmosphere by imprison- 
ing several oppositionists in recent _ 
weeks. On 10 June, Taipei city council- 
man Chen Shui-pien and two others 


began serving eight-month jail terms for 
libelling a university professor. 

The only other instance lawyers 
could remember in which a libel suit, 


which is tried under criminal law in 
Taiwan, resulted in a prison sentence 
was a controversial case last year in 


which Lei Yu-chi (a former KMT legis- 


lator turned anti-KMT magazine pub- - 


lisher), was imprisoned for one year on 
libel charges. 

Two other cases raised similar ques- 
tions about political uses of the lega SyS- | 
tem: Cheng Nan-jung, the publisher of 


the tangwai magazine Freedom Era, 


was convicted on 14 July of violating the 
election law. and sentenced to 18 
months. Yen Chin-fu, also a Taipei city 
councilman, was convicted on 5 August 


of a violation of the same law, receiving 


a nine-month sentence. 


As a result of the cases, several op- 


position. leaders who previously sup- 
ported the accommodation process have 
been forced to change their positions. 
“It’s impossible. to have further meet- 
ings. with the KMT when they keep ar- 


to 


the feudal | 


cause she has ignored them. But - 
Jatoi and his colleagues point - 
out that they bore the brunt of . 
repression under martial law | 
and were particularly active in- 
civil-disobedience | 
"The issue | 
is whether leadership of the — 
PPP is a family affair or whether | 


-sacrificed for the party'scause," - 
Jatoi recently told a public - 
opposition. leader. most acceptable 4 

Initially Jatoi was reluctant — | 
to attack Bhutto and tried to - 





| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
i 
| 
| 


hamentary opposition. In case this a 


| present a signal to these dissatisfied 


to get hie sentence waived d rec 
dered so that he may return to | 
ganise Jatoi's party. 
On 30 August, Jate 
plan to hold a convention in 
where they will launch their new p 
The party is likely to be named the Sc 
cial Democratic Party, though the c 
vention might decide on another na 
The party’s platform will be similar te 
that of the PPP, albeit with a moderate 
touch. Jators moderate and con 
promising attitude in politics has re 
sulted in his being offered the prime 
ministership by President Zia-ul Hag 
twice in the past, and he still remains th 








the military. | 
Sources close to Jatoi told 
REVIEW the former PPP leader i 
sidering several strategies for the 
ture, including an alliance with die pa 


ternative.is pursued, Jatoi could run fc 
parliament in a by-election and coi 
challenge Prime Minister Mohammad 
khan Junejo for leadership in the 
house. | 4d 


resting our people," said Hsieh Chan: 
ting, the TPPA's unofficial "secretary 
general" and a widely respected tan; 
wai politician. 

Although Chang reiterated the g 
ernment’s continued commitment. 
the policy of dialogue with the opp 
tion, which President Chiang Chin 
kuo has publicly backed, analys 
thought the spokesman's statement. 
flected internal dissension within th 
KMT over how far to pursue an ai 
commodation with the tangwai. “Base 
on their experience of negotiations wit 
the communists on the mainland, m 
of our old comrades fear that talks : 
the opposition now will inevitably bring 
harm to the party,” said Liang Su-jun 
a KMT official who led the delegation to 
the first sessions with thetangwai. — 

Chang's statement appeared to re- 


and still powerful — conservative party 
elements that no further concessions 
would be made. | 

It remained unclear what action th 
government might take, however. O 
servers were divided over whether tk 
authorities would risk creating n 
causes célébres by arresting TPPA lead- 
ers. A more likely (and less provoca- 
tive) response would be to padlock ð 
fices, thus physically preventing the a 
sociations from meeting, and possibly 
launching legal action did: TPPA 0 o 
ficers. — 








ly Bertil Lintner on the India-Burma border 


een hotbeds of insurgency. Far greater 
jan mere border problems, the sen- 


is underlined by the region's many dif- 


of Mongoloid stock with little in com- 
mon with other Indians. Furthermore, 
his region's only geographical link with 
rest of India is a narrow 32-km strip 
and, | bordering on Nepal and 
neladesh. f : 

The insurgency began in the early 
50s with the Nagas. Led by Angami 
u Phizo. president of the Naga Na- 
Government of 


r own Federal 


s followed by a similar movement 
ong the Mizos in 1966. 













> 1970s; followed in the early. 1980s 
the violent agitation in Assam 
inst illegal immigrants ) 
gladesh. In more recent years, the 
ripura National Volunteers has stolen 
e headlines in the Indian press for its 
uent assassinations of mainly Ben- 
settlers, who the tribals of Tripura 
t have occupied their “ancestral 
ory.” Le yt 

India’s attempts to negotiate peace 
he region so far have had mixed re- 
s. An agreement with the old Naga 














at Shillong. was meant to be the 












‘here is a widespread belief among 
_Many young people in Nagaland that 
ina will resun o th 
underground if the two rebel factions 
there unite. Indian sources suspect that 
he Naga underground, and. other. 
idia’s northeast, are still re- 
rom China, though it is g 
uch aid stopped after 
Revolution. ended 
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of the NSCN i hop ; that | 


ii ur them because of their 







onal Council (NNC), the Nagas set up 
agaland (FGN). The Naga uprising 


The Imphal valley of Manipur be-- 
ye rife with urban insurgency in the. 


from. 


resume its aid to the Naga 


| 


j 
ZO. | 


nresi inthe northeast poses a challenge to New Delhi 


ndia's seven northeastern states and 
union territories have for decades 


sitivity of the unrest in India's northeast - 


ferent ethnicities — several of which are 




















lergrounc, signed on 11 November | 
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withir the underground. It eventual- 
ly lec to the setting up of the Na- 
tional Socialist Council of Nagaland 
(NSCN) in 1980 — and the emergence 
of an even more militant force than be- 
fore. 

Similarly, the recent peace accord in 
Mizoram (REVIEW, 17 July) seems to be 
heading in the same direction: hardlin- 
ers among the Mizos could contimue the 

armed struggle from = sanctuaries in 
Burma's Arakan state. In Assam, the 
accord signed on 15 August 1985, be- 
tween the Indian authorities and leaders 
of the agitation has been condemned by 
the militant United Liberation Front of 
Asom (ULFA). | 





pus 


NNC/FGN 


“Sagaing 
/ Division 





port, as did several insurgent groups in 
India's northeast. . VAS a 

— Two groups of insurgents from 
the Mizo National Front also reached 
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ology, 
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comprising not only the 


socialist state 
India, but also including the Naga Hills 
of Burma's Sagaing Division. To 
achieve this goal, the NSCN has estab- 
lished links with other insurgent groups 
in the region, notably the ULFA and 
the United National Liberation Front 
(UNLF) of Manipur. 


hile the old Naga underground, 

| WW the NNC/FGN, partly because of 
 nationalistic pride remained isolated 
from other movements in the region, 
the NSCN has made this united front 







it is now obvious that New. 
is facing a new type i 
ly motivated asu 


“the border. This was un- 
administered territory 
during the Raj, and since 
Burma's independence in 
1948, Rangoon has not 
even attempted to extend 
its control outside the 
towns of Lahe and Nam- 











Ledo Road from the Huk- 
wang Valley toindia. 4 


1975, respectively, and 
some of them were given 
training at Meng Hai in 
China's Yunnan pro- 


| vince. In 1976, 19 militants from Man- 
| ipur state's majority ` 
| Meitei, population rpteiye 

| Lhasa in Tibet and returned to Manipur 


| 


the northeast as a 


ty Manipuri, or 
iyed training at 





in 1978, where they set up their own 
People's Liberation Army and waged 
urban guerilla warfare in the Imphal 
valley. s. | 
While “proletarian international- 





Some observers saw Chin 
Nagas, the Mizos and c 


"sovereign, Christian 


Naga-inhabited areas of northeastern 


Burma, across. 


yung, and along the old - 


China through Burma’s | 
Kachin State in 1973 and 





i RARE Sb. a 










n Nagaland. The 
ages and has abou irct 
nissionary schools: Nagas ate CT 
an. The Naga underground's elusive 
oking, or headquarters, has shifted lo- 
cation many times since 1956. A similar 
base area in the Naga Hills — known to 
Naga rebels as “the East" — has been 
opened-in Somra Tract to the south, 
especially for cross-border. -in 
Manipur’s Naga-dominated 
It is from these base areas — v 
beyond the reach of the Indian army — 
that the NSCN has launched frequent 
attacks into “the West,” or the Naga-in- 
habited areas of north 























cretary, Th 
the lead 


NNC/FGN — and Shangwang Shang- 


yung Khaplang, the organisation's vice- 


chairman and a Naga from the Burmese. 


e of the border. 
 Oking is also the base for the 
NSCN's closest allies, the UNLF of 


Manipur and the Assamese ULFA. The. | E 
military leader of the ULFA is Poresh | 


Baruah, a 28-year-old ex-football star 


from Dibrugarh who has organised sev- 


eral raids into Assam. y c3 
With negotiations being only par- 


tially successful, New Delhi's response |; 


to the widespread unrest in the north- 


east has been a combination of military. 
pressure, political concessions, and eco- 


nomic incentives. In Nagaland, when 


the military approach failed to break the |g 


core of the resistance, the Indian au- 


thorities switched to other means in the | 


early 1960s. Nagaland as a state within 
the Indian Union was created in 1961, 


with a total population then of about . 
500,000. More than 70% of all daily | 


goods in the new state had to be brought 
in from Assam, and, as it is unable to 
support itself financially, Nagaland 


lay receives more aid from the centre || 


imme —————ÉO AAA Ana ma AAA ananman a iA 


India's allowing the Dalai Lama to set 
up a Tibetan government in exile on In- 
dian soil and for turning a blind eye to 
his followers’ cross-border raids into 
Tibet. y i He 





A" perhaps more important, 
| reason qub, iis relations be- 
tween China a ia was their long- 
standing border dispute, which flared 
up into a war between the two countries 
in 1962. The disputed areas are the 
Aksai Chin region, between northeast- 
em Kashmir and western Tibet — 
through which the Chinese have built a 
linking road from Sinkiang to Tibet — 
and the present northeastern union ter- 
ritory of Arunachal Pradesh, which be- 
fore 1971 was known .as the Northeast 
Frontier Agency (NEFA bg © 
China has, in principi 
that the status quo be maint 





heastern India. 


_ Portrait of arebel:page 25. : 





| than any other Indian state, except Sik- 









| 
kim. | 
The massive influx of capital from | 
the centre has also had some undesira- | 
ble side-effects. The free and almost un- | 
controlled flow of money has attract- | 
ed large numbers of contractors from | 
other parts of India, whoare eagerto get | 
their share of the cake. During the de- | 
cade 1971-81, the population of Di- | 
mapur — Nagaland's main commercial | 
| 

| 

| 

i 

| 

| 

| 

| 


| centre — rose from about 12,000 to more 


than 30,000, and the state capital of | 
Kohima saw an increase from 21,000 to 
34,000. 


fficially, any non-Naga needs an 
"wf "Inner Line Permit" to enter Naga- 
land, but these are not always checked. 
The powerful Naga Students’ Federa- 
tion launched several campaigns for | 


EM the Rengma area.” The NNDP cour 


MP would neither confirm nor deny the alli 

.gation. He admitted, however, th: 
| “when people asked us who to vote fo 
| we gave them advice — and we wante 
| to show that Phizo's men could be di 





inus. nio a a, Ma nod ——  — E 


Peking willing to recognise Indian | 
sovereignty over the NEFA — now 
Arunachal Pradesh — in return for In- 
dian recognition of Aksai Chin as part 


areas and argues that China must 
withdraw from Aksai Chin and recog- 
nise Arunachal Pradesh as part of 
India. . 


| 
of China. India lays claim to both 
i 
| 
| 


This long-standing and still unsolved 


conflict was seen by most observers as 
the main reason behind China’s previ- 


ous support for guerilla movements in | 
|. India's northeast: to pressure India into 
| adopting a more flexible approach to 
the border dispute. | 


which 


| Party (NNDP). Nagaland's present 


[ claimed that Muivah's men had back 


sembly elections. 


| ties in Nagaland, the Congress and th 
National Workers’ Conference, Na 


‘Elders’ Conference, the Naga Club, an 


spite its formal status as a union tei , 
ritory of India. The army is reported 





up to Vijaynagar to inform the Indi. 

































































This could explain the remarkabl 
and almost unique open atmosphere. 
surrounds. the underground 
movement in Nagaland. Another 
reason could. be that no local politician 
in Nagaland can afford to ignore the in 
surgents who seem to enjoy consider 
able popular support. Activities which 
would be branded “anti-national” else 
where in India are tolerated in Naga 
land — and there is an intricate relation- 
ship between local politicians and th 
underground. TO 

The old NNC/FGN virtually disi 
tegrated after the signing of the Shillon 
Accord in 1975, but many of its leaders 
are now active in the local opposition 
party, the Naga National Democratic 


chief minister, Senayangba Chubatoshi 
Jamir from the ruling Congress party, 
recently alleged that ^when the NNDP 
was in power rebels belonging to th 
FGN ... were trained at Chumukim: 


tered with allegations that Jamir h 
close contacts with the NSCN, and thé 


his Congress candidates in the 198 


When asked about this, Muivah 


Besides the two main political pa 


NNDP, there are also several other o 
ganisations of ex-underground cadr 
which operate openly, such as the Naga 


the Naga Brotherhood. A bi-week 
newspaper, Oking Times, regular 


A aU A AN ri atr rs eer jeher eso ee ata rt vm dri r re E WAT 


Arunachal Pradesh remains. very 
much dominated by the military, d 


to be present almost everywhere, and 
an intelligence post for monitoring. 
movements in Burma’s Kachin State 
has been established at the newly built 
town of Vijaynagar, close to Chaukan 
Pass. us 

Special attention has been paid to. 
groups of Nagas and other ethnic 
minorities from the northeast who, in 
the past, went to China through Kachin 
State and who still frequently go to tha 
headquarters of the KIA. Kachin reb 
officers on several occasions have be: 


authorities there that China no longe: 


ipuris — to enter its territory. ^ 
Mo — Bertil Lintn 














open y. t 


s to ite th 
g Accord, which urged the entire 


nce to surrender all arms, the 
GN even maintains a small force and a 
ase area in Burma. Butthe NSCN con- 
ftinues to de the dominant insurgent 
force. i 

© However, the NSCN's advantage 
today — its base in Burma — could well 
turn out to be its disadvantage in the fu- 
ture. The Naga insurgents may have 
been surprisingly persistent in their 
. fight with the Indian army, but they also 
-face the Burmese army in the east. The 
, Burmese army has set aside the Singkal- 
ing Hhamt.-based 52nd Battalion and 
. the 86th in Tanai for operations in the 
Naga Hills. 7 

— This correspondent was at the 
NSCN's base on 20 December 1985 
n it was attacked by about 160 Bur- 
e troops. The camp would have 
n overrun in less than an hour, had it 


























against British, then India 


'he Nagas are a people of Mongoloid 
stock, whose total population may 

ber between 1.5-2 million people — 
o one can say for certain. They inhabit 








€ border between India and Burma. 

- The term “Naga” is used collectively 
ir dozens of tribes who speak uncount- 
ble dialects. All of these belong to the 
ibeto-Burman group — but they are 
ally mutually unintelligible, some- 
es even from village to village. 
Almost half of the Naga population 
— or roughly 800.000 — live in the in- 
ian state of Nagaland. Thirty vears ago 
the Indian army moved into the Naga 
. Hills where the local tribesmen were de- 





























.manding independence. When t 





order to suppress the N agas with mili- 


tary might was given in 1956, there were 
probably few observers in New Deihi 
who thought that quelling a rebellion 
among a few hundred thousand tribes- 
men would be a very difficult affair. 
However, the Nagas put up an unex- 
pectedly fierce resistance, armed with 
Obsolete weapons. They set up their 
own "Federal Government of Naga- 


tion, a Tatar Hoho, or parliamert, 
Ms Own army which, during the 
of the insurgency in the early 











ebia 


lead 



















e rugged hill-countrv on both sides of. | 
e Patkai Range, which today forms | 


nd" with a council of ministers, a con- | 


could mobilise as many as 15,000 | 


in behind all this was the then | 






of the Nagas, Angami | i 





| y all the Naga troops, including of- 
| ficers, took shelter in a nearby village, 
| while the KIA unit held the camp for 
| two days, until they ran out of anmuni- 
tion, and Burmese reinforcements ar- 
| rived. 

To impression one got of the Naga 
& troops during the attack was that its 
performance was extremely poor. Espe- 
cially striking was the officers’ limited 
knowledge of military tactics, and the 
lack of any effective internal order of 

command, resulting in confusion. 
To make things worse, the Nagas are 
extremely short of ammunition and up- 
to-date equipment. Most of the NSCN's 
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10-30 rou each 

thé NSCN at present has no cer- 
source of arms. The Chinese in- 
terest in the Nagas diminished in the 
late 1970s, as Peking's foreign policy 
changed’ after the death of Mao 
Zedong. Relations between the Nagas 
and the Chinese had also deteriorated 
following tribal infighting in the Naga 
underground in the late 1960s and early 
1970s, which led to the surrender. of 
thousands of insurgents bearing 
Chinese arms. 

The KIA, on the other hand, con- 
tinued supporting the Nagas for some 
time, but since 1983 its policy has been 
to give no aid to either Naga faction, as 
long as they remain divided. The com- 
plete cut-off of Chinese aid, and the re- 
luctance on the part of the Kachins to 
help the Nagas out, has caused a serious 
crisis in both Naga factions. _ Log 

The NSCN claims a strength of 3,00 














rere: 


capital, Kohima, was occupied, and 


i British supremacy established in some 





















Zapu Phizo, president of their political 
organ:sation, the Naga National Coun- 
cil (NNC). Phizo had managed to infuse 
a sense of nationhood among the dozens 
of different tribes on the Indian side of 
the border. with Burma, and unite them 
behind a démand for independence. 
~ “Traditionally, the Nagas had been 
fierce warriors — and headhunters in. 
the past — andthey were never subdued 
by any outside power until the advent of 
the British in the 19th century. To the 
west, the frontier of Britain's indian 
Empire. moved forward as the area 
, under colonial administration gradually 
expanded, starting with the annexation 
of the ancient Kingdom of Assam in 
1826. To the east, Burma was con- 
quered in stages between 1824 and 
1885. In between lay the Naga Hills. 
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| nor economic interest in the Naga Hills 
| — bet frequent headhunting raids 
down to the commercially. important 
plains of Assam prompted the cclonial 
| authorities to move up and “pacify” the 
| tribes. A Naga Hills District was created 
in 1861, but it was not until 1878 t 


oa a Myr DR 






The British had no direct political | 








parts of the present state of Nagaland. 


. The cultural and educational levebof 
the Nagas was dramatically transformed 
during the British time — not by the col- 
onial administrators, but by the many 
foreign missionaries, mostly American 
Baptsts; who began conversion to 
Christianity towards the end of the 19th 
century. Today, nearly. 9096 of the 
Nagas in India are Christians, and reli- 
gion and politics have become insepara- 
bie to them. Shouts of “Praise the Lord” 
and “Nagaland for Christ!" can usually 
be heard when the Nagas clash with gov- 








|! ernment forces. 


In 1946, the NNC was set up to 
safeguard the interests -of the Nagas, 
especially in view of the imminent Bri- 
tish withdrawal fromaindia. To clarify 
their stand, the Nagas made their owg 
declaration of independence on 14 At 
gust 1947 — one day ahead of India. But 
littie notice was paid to this move, either 
by the British or the Indians. 


"he Naga independence. movement 
gained further momentum in 1950, 
when Phizo was elected president of the 
NNC. He organised a plebiscite in the 
following year in wich 99% are said to 
have opted for indepentlence by placing. 
their thumb-impressions. on ballot 
papers. Strange as it may sound to out- 
siders, this plebiscite is honoured even 
today by many Nagas as a tribal oath 
which cannot be broken. | 

On 22 March 1956, the NNC pro- 
claimed "the Federal Republic of Naga- 
land" uniting the former Naga Hills Dis- 
trict of the British time, and the previ- 
ously "unadministered" Naga areas east. 








- of the Chemei river in the present Naga- 


nat the | 


land state’s Mon and Tuensang districts. 
. The Indian army moved in a fe 


















( Phizo was smuggled to East - 
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reaching. It iS. 560r f Ls. 
op BEN S ues | AD portrait o a reb N 
grossly inflated. A more realistic esti- pO 
mate would be 300-500 on the adminis- T? New Delhi, Thuingaleng Muivah | Jesus, the Christ, aloe f ti 
trative and ecclesiastical side; and about is the source of most of the problems | land for Christ. And we rule o 
1,000 soldiers — not all of them armed. 



























































in India's sensitive, northeastern re- | sion of saving Nagaland through. 
A knowledgeable non-Naga source as- | gion. | ful means. It is armsand arms. 
serted that the NSCN's armsiwo iui not! But to thousands of Naga youth | will save our nation and ensur 


| 
total more than 500 weapon ae Muivah is a revolutionary leader who | to the people. 
f 













Some new Indian arn they are confident will continue the _ | 
captured in recent amb tee against what they perceive as Why did you break away T he 
Naga-dominated | chru “Indian domination." His strong stand : In the past, the NNC w 
‘Manipur, but these have not m against the 1975 Shillong Accord earned - political organisation among th 
for the cut- off. of. aid rom. China. him a reputation for being a man of We were solidly behind the 

ition. principle and militancy. | most of us here in the paar to av als 

Muivah, a Tangkhul Naga and the | | it wholeheartedh 
NSCN's main theoretician, was born in | was its ed secretary. Truly, we o 
1936 in Somdal village in Manipur's | the foundation of the Naga movemx 
Denr district. ie his poor | to our old leaders. [NNC presi 
Phizo and [NNC vice-president] 1 
kongmeren, and their colleagues. . 
are proud of them. a 

But tribalism, the most mali 
bacteria that corroded the solidari 
the Naga people, started emana 
from the NNC's policy’ The I 
created tribal units according to w 
every tribe had its own administr 
its own army generals and accumu 
tions of.arms and ammunition for th 
selves. Tribalism did not exist ami 
| before and when it MEO India 
no time to exploit it. Centralisation 
‘the way out from the danger of self 
feat, but the NNC leadership Opp 
it. 













nce d are e a 
: re. The only reason the 
NSCN. has. Dis n able to survive in 
Burma: is because the __. 

-Burmese army is pre- 
Occupied with other in- 
Surgencies in the coun-: 





































weeks. — to: take ove 
from the Assam. police — 
and the war had begun. 


Pakistan in 1957, and | 
reached London in 1960 — 
never to return to the Naga © 
Hills. 
Despite his many years 
in exile, Phizo's standing 
among the Nagas has been 
almost unquestionable. He 
is, therefore, seldom criti- 
cised openly either by local . 
Hae ies politicians, or 
y Naga intellectuals who, 
in private, may disagree 
with him and his policies. | 
With 2,500 guerillas under arms, the 
Naga Front remained solidly united 
during the first years of the struggle, but 
sracks began to appear towards the end 
xf the 1950s. Indian intelligence agen- 
cies began p a the Naga ranks 
in search of people who could possibly 
be won over. A series of meetings were 
held in 1957, 1958 nd 1959, called “the 
Naga People’s Conventions,” aimed 
at a settlement within the Indian con- 
stitution. Contacts with. moderate 
Nagas who were opposed to armed con- 
flict; in the ae esulted in Nagaland 
becoming thartéth state of the ndian 

Union on 1 December 1963. : 
However, this was not the end of the 
war. A short interlude of unsuccessful 
peace talks with an uneasy and often 
| broken ceasefire from 1964-72, was fol- 
.| lowed by renewed fighting in the 1970s. 
^. Some leaders of the resistance signed 


The old NNC leaders also opp 
| the idea of a united front with all 
j revolutionary forces against the c 
mon enemy. They even dismissed 
| proposal of setting up a safe base ar 
| the east [the Naga Hills of Burma] 
thought that they could fight a : 
tional war against the Indian army 
west [the Naga-inhabited areas 
India]. 

The NNC was motivated by. s 
nationalism only and it lacked th 
lity to work out a strategy for our st 
gle. When the Indian army stepp 
its offensives in the early 1970 
NNC and ‘federal’ leaders went-ou 
peace — and came back with the 
long Accord. 

We could not allow the Naga move 
ment to perish together with the NNC 
and there erupted a sharp divisi 


báckeraudd; he. managed to obtain an 
undergraduate degree in political 
science from Shillong's St Anthony's 
College in 1961.and a master's degree 
from Gauhati University two years later. 
He joined the Naga underground on 
12 September 1964 and was almost im- 
mediately appointed general secretary 
of the NNC. It was in that capacity he 
led the first group of Nagas to China in 
1967. He remained in Peking as unoff:- 
cial Naga representative for four vears. 
Muivah has been the general secret- | 
ary of the NSCN since 1980 and, in his | tween the reactionary traitors | d th 
mountain headquarters in the Naga | revolutionary patriots. Today, Aneri 
Hills of Burma, he recently granted the practically no meeting pomt betw ee 
REVIEW his first press interview, Ex- us. SS 
cerpts follow: 


















———————M—— ——————M——————— I 








; How do you assess Phizo's role in th 
What is the goal of the NSCN and by | Naga nationalist movement? Why 
what means do you expect to achieveit? | you accused him of being a traitor 
| Our goal is a sovereign, Christian | Phizo continuously has refu: 
the so-called Shillong Accord on 11 | socialist country. We stand for social- | condemn the Shillong Accord, the 
ovember 1975, according to which the | ism, because it is the only social and eco- | chitect of which was his young br 
insurgents agreed to lay down their nomic system that does away with | Kevi Yallay. And after the sig 
arms. Disagreements over the accord | exploitation and ensures equality to the | the accord, every traitor used the te 
led to infighting with bloody purges. people. We also stand for the faith in | “NNC and Phizo" to justify th 
God and the salvation of mankind in | policies. — Bertil Lintn 
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By Susumu Awanohara in Tokyo 


EU angry young members of 
ke parliament from the ruling Liberal 
Democratic Party (LDP) have formed a 
"group to cope with fundamental issues 
Bike state” to protest against what they 
‘see as persistent foreign interference in 
. domestic affairs and against the govern- 
ment's alleged “grovelling diplomacy.” 

Established on 31 July, the group 
gives. the most significant orgarisa- 
onal expression yet to a fairly wide- 
pread popular frustration at perceiv- 
d foreign misunderstandings of Japan 

d Tokyo's inability to clear the air 
REVIEW, 5 July). Er 
Specifically, the group is incensed at 
ie Minister Yasuhiro Nakasone's 
ndling of the latest round of the 
tbook controversy, in which Tokvo 
as made further revisicns concerning 
n's conduct in World War H to an 
ady authorised high school nistorv 
tbook to appease Peking and Secul. 
The group also is angered bv 
lakasone's hesitation to make a second 
fficial visit to Yasukuni Shrine — 
/here Japanese war dead are honoured 
on 15 August, which commemorates 
end of the war. Some group mem- 





provoked a strong reaction from 
pan's ascendant Right. The Right- 


ly courted Chinese interference in 
e May by branding a new high school 


like (REVIEW, 26 June). Sanker then 
peatedly appealed against succumo- 
g to foreign pressure. 

Lik 
















ce-minded monthlies Shokun (a 
ter publication to the influential liter- 
y magazine Bungei Shunju) and the 
kei group's journal Seiron have to- 


































dispute. 


"he recen: textbook controversy has 


ining daily newspaper Sankei Shim- 
n documented how, in its view, the | 
twing Asahi Shimbun had deliber- | 


ory textbook as reactionary and 


sr carried more than a dozen long - 
ticles on the textbook and related is- 
es in their August and September is- | 
es. The writers of these articles have | 
sly attacked those whom they | 
esponsible for the textbook dis- | 
,.examined foreign textbooks to | 
e that these are not much better | 
-the Japanese products, and re- 
ned their support for the spirit of the | 
istory textbook which started the | 


y rel 


Eapen onaman panai din A 


LDP group protests against obeisant foreign policy 


bers-also feel that, under external pres- 


sure. Nakasone has given away too 


much in the fields of trade and finance. 
Ir a short statement, the group as- 
serted that true international coopera- 
tion must be based on respect for each 
others sovereignty and caked on 
Nakzsone to reject any foreign interfer- 


ence in domestic affairs. The group 


went on to demand that the prime 


minister go through with his seccnd offi- 
cial visit to the Shinto shrine. His first 


visit was only last year — 40 years after 


the war — and was to become an annual 


routine, though protests from Peking. 
Seoul and other Asian countries oc- 
cupied by Japan during the war put this 
in doubt. | 

The group's secretary-general, Takeo 


"Hiraruma, 47, told the REVIEW that 


members will continue to prod the 
eluctant Nakasone on the Yasukuni 
Shrine issue arid otherwise remain vigil- 





.ant lest the government should cave in 


under unjus? external pressure on other 
issues. If, for example, the current trade 
friction with the other economicelly ad- 
vanced countries escalates to a stage 


where they embargo sales of oil or iron 


while by no means monolithic, are com- 
monly exasperated at the Chinese and 
South Koreans who evidently feel it is 


their rght to demand changes in Japan- 


ese textbooks. One essay in Saokun 
traced in great detail how four separate 
revisions were. made to the textbook 
draft ater it had been approved through 
norma: procedure and how many of 


the later changes to the draft reflect- 


ed objections from China and South 
Korea. — | a 
Another writer unearthed docu- 
ments from the late 1970s and early 
1980s showing that South Korean 
bodies. including the Education 
Ministry in Seoul, had submitted 
objections to Japanese textbooks 
even before the first major flareap in 
1982. | 
‘But the commentators’ animus is di- 
rected more at domestic “culprits.” The 


Foreign Ministry is blamed for coaced- | 


ing too much abroad and intervening in 
the affzirs of the Education Minsstry. 
which in turn is blamed for not knowing 
when. to resist. Prime . Mirister 
Nakasone anc his associates, then fac- 
n ons, are seen to have acted ir- 
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bouring.;countries to convince them 
their fears are misplaced. | 
The new LDP group consists largely 
of young and ambitious MPs who were 
recently elected for a third or fourth 
time and come from all party factions, 
including the one headed by Nakasone. 
But the Abe and Suzuki factions — led 
by two of Nakasone's junior rivals. 
chairman of the LDP executive board 
and, until recently foreign. minister, 
Shintaro Abe and Finance Minister 
Kiichi Miyazawa — are most heavily rep- 
resented in the group, with seven and 
five members, respectively. This hasled 
some to speculate that group members 
are.acting with the ulterior motive of 
sabotaging the Nakasone faction. 


thers compare the: new group to 

Seirankai — a body formed by the 
LDP's then Young Turks in 1973 
which consistently criticised the gover 


ment from the Right in the 1970s. Many 


former Seirankai members have sub- 
sequently become ministers, including 
controversial Education Minister 
Masayuki Fujic (REVIEW, 14 Aug.). 
The allegation follows that members of 
the new LDP group. which has been 
dubbed the "second Seirankai," are 


. using the new organisation as a vehicle 


for their own aggrandisement. 


Hiranuma, aa Abe faction man, de- 


responsibly. Many also harbour a 
grudge against Finance Minister Kiichi 
Mivazawa, who, as chief cabinet secret- 
ary in 1982, allegedly legitimised sub- 
sequent: foreign interference by pledg- 
ing to respect the feelings of the Chinese 
and South Koreans in compiling history 
textbooks. «| > 


The Right has attacked most of the | 


national press, with the prominent ex 
ception of Sankei, for having been "ac 


complices" in the incident. Asahi gets | 


the worst mark and the corps of profes- 
sional Asahi-bashers, notably at Radio 
Nippon, have intensified their staple ac- 
tivity. : 


ome commentators have focused at- 

tention on foreign textbooks, with 
historian. Atsuhiko | iia writing the 
most comprehensive yticles. Bekki 
told the REVIEW he has studied foreign 
textbooks for 20 years as a member of 
a government-inspired body aiming to 
correct misunderstandings about Japan 
which appear in these textbooks. He 
argues that most countries tend to 
avoid detailed descriptions of conflict 
and war, particularly in cases where 
they are considered to have been in the 
wrong. | " 

The French, for example, do not in- 
clude accounts of wars. 
Vietnam when teachi 
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action group | 
addressed the who 
issues, the new group includes some 





issues that 
The new group 


terested . 
Japan's oves gnty. 


fic ideological position, hy 
Rather, its members: sł 
cern that post-war Japan 
has lacked principle. - 


tion, has described it as a "blood- -pledge 
society." 


ped Taiwan to establish ties with China 
and released imprisoned terrorists to 


abroad in. the 
Hiranuma as examples of Japan's 
shameful diplomacy. On the history- 
textbook issue, 


va NM aA rir hAnna quare rrr on Wr HY 
MERE itt yan CAHN iaa He MIA inner Lienert ahr 


reports in leading local newspapers 
claiming that the expression “[Japan- 


eT rar, 





.. mary and lower-middle school levels. 

E Algerian textbooks contain lengthy 
criticisms of French colonialism but AÍ- 

giers is not known to have demanded re- 
vision of French textbooks and even if it 
had. the French would have repelled 
such pressure, Bekki says. British 
school textbooks list the empire's colo- 
nial acquisitions over the years but do 
not elaborate og how they were ac- 
quired — th war and aggression. 
The West Germans are brutally frank 
about their own role in World War II 
and have even accepted Polish help in 
evaluating textbooks but have been 
firmer than the Japanese in rejecting 
unreasonable pressure, for example; to 

`| rewrite history out of political consider- 
pg ations, Bekki says. 

n ‘China and South Korea allow only 
| „one history textbook for each level of 

| schooling. Examining Chinese treat- 
-mentof Japan, Bekki concludes that the 

: chool textbook ; is : 








: rightwing and | 
spectrum of policy | 


pom pu *doves" and is only in- | 
impinge on | 


does not represent any cuan or ii 






The group’ | 
leader, Shizuka Kamei- of ‘Abe’s fac- | 


The manner in which Tokyo drop- | 


save a few lives in a hijacking incident | 
1970s are given by | 


Hiranuma stressed the | 
view that the earlter controversy of 1982 | 
was most directly touched off by false | 








Dot 


lown to “advance.” 


that followed over the treatment of the 
war in history textbooks. Hiranuma's 
group accepts that China and South 
Korea may find some parts of the Japan- 
ese narrative. objectionable but holds 
that these countries’ demands for revi- 
sions — as happened in 1982 and this 
vear — constitute interference. 


C ommenting on the opposition to 
official visits to Yasukuni Shrine be- 


cause "Class A" war criminals — who 


were executed by the Allied Powers fol- 
lowing the war-crimes Tokyo Trial — 

are honoured there, 
Hiranuma insisted that 
"to console, not glorify” 
all those who died in the 
service of the state is a 
tradition rooted in indi- 
genous religion. He ask- 
ed rhetorically: “Can a 
country which rejects 
religion tell us not to fol- 


enced by Marxist his- 
torians on the subject 
of Japan, emphasising 
mass uprisings and ex- 
pansionism, while the 
junior high school text- 
book is less ideological 
but more emotionally 
anti-Japan, highlighting 
plunder and atrocity. | 
He says that South Korean textbooks | 
are more thoroughly anti-Japan cd 
the Chinese. Given that modern Chi- 
nese history was indeed that of victimi- 
sation by foreign powers, Bekki can 
sympathise with the Chinese but he 
objects to what he considers in- 


accuracies and feels that the Chinese | 


overemphasise Japanese — as opposed 


to others’ — aggression. 


Some commentators have defended 
the Japanese history textbook which 
caused.so much furore. It is praised for 
its repesi for RIUTOIOBY and venera- 








This view is now widely accepted, | 
though it does not invalidate the debate |. 
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sensus prr Bee Savery y 
sponsible for the war. Everyt 
doing what he thought. was in 
interests of Japan under c 

difficult circumstances.” T 
mistakes may have been mac 
Japan inflicted great damage: 
ing on its neighbours. We i 
to whitewash the past. But 









































ter to visit. Yi 
Shrine off icially 
the Japanese 
agree with its 
The | latter claim i 


















































hne visit Tn yea 

welcomed, or atle 
cepted, by the m 
of respondents. 

who have consi 
opposed the vis 
fear that it may | 
revival of milita 
state religion are 
the defensive. 
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tion for the emp 
its supposed emp 
on s 
pacifism and its 
jection of hist 
matenalism whic 
legedly colours m 
history writing here 
few suggested th 
authors should 
draw the textbo 
protest rather th 
ject themselves t 
cial — and fore 
censorship and tha 
system of textbook a 
thorisation which resu 
in standardisation an 
mediocrity should 
abolished. ONSE 
One interpretation of the ‘re 

textbook dispute is that "the Japai 
having attained wealth and intern 
tional influence beyond their own 
pectations, are in the process of revising 
their curriculum vitae," as a pror 
sociologist puts it. There is an el m 
of stressing the good poin E 
minimising bad records — wh 
legitimate cause for concern. Bu 
is also a desire to be truthful an 
raged at what is considered unfai 
cism,thesociologistsays. |. > 
— Susumu Av 






























































ext only to the UN, the non-aligned 
movement is the largest interna- 
onal forum with a character and mo- 
lalities of its own. It represents more 
han half the human race and two-thirds 
of the world's sovereign states. It has 
also been a going concern for rather a 
Jong time. 
.. Indeed when, at the beginning of 
September, the heads of state and gov- 
ernments of the movement's 102 mem- 
rs assemble at Harare, Zimbabwe, to 
stock of their current concerns — 
st notably the bizarre horrors of 
rtheid in South Africa — they will 
be celebrating their movernent's | 
er jubilee. And yet no other interna- 
mal grouping of any kind has been 
bjected to the kind of sharp ard sus- 
ned criticism, denigration and denun- | 
ition that has been anc continues to 
€ directed against the non-aligned 
iovement. , T 
Not all the criticism is unfounded 
unjustified, but a lot :s. The move- 
t has its failings and foibles and it 
be legitimately asked if, onitssilver | 
lee, it has much to celebrate. _ 
However. there is no warrant for the 
eless sneering and cynical derision 
cted against the non-aligned states 
especially by Western governments 
d media. Legitimate fault-finding 
h the non-aligned centres on the 
'vement's lack of concrete achieve- - 
its failure to match proclaimed | 
ples with performance and its in- 
lity to settle conflicts even within its 
n ranks, as evidenced by the continu- 
an-lraqwar. —— WEN 
These failings and flaws are also | 
ind in practically every other interna- | 
ul organisation, including relatively || 
tall and compact groups which, unlike | 
€ vast and diverse non-aligned move- 
ent. have the advantage of being | 
rpinned by shared ideology or | 
ategic perceptions. The non-aligned | 
movement, spread across four conti- | 
ts and the seven seas, is brought to- | 
‘ther only by a common desire not to 
join any power bloc or form one of its 
wn. 
It is not fortuitous that during its 25 
s of existence the mcvement has 
" by leaps and bounds. From a 
€ 25 members at its first summit at 
grade. in. 1961, the movement's | 
-rship has risen to four times that | 
r. A club whose membership is 


sht after by so many so eagerly can- 
be said to be of no consequence or 
ACG, Loa 
at precisely 









has been the move- | 








| ‘Inder Malhotra is a 


? The aon-aligned | | 






concept preceded the birth of the move- 
ment by at least 15 vears. It was enun- 
ciated, almost exactly 40 years ago.asa 
basic tenet of Indian foreign pelicy by 
Jawanarlal Nehru, India’s first prime 
minister. The essence of Nehru’s doc- 
trine — steering clear of the two big 
power blocs, judging each issue on its 
own merits and maximising one's ep- 
tions by maintaining good relations with 


_ both superpowers — was clear from his 


words as well as his deeds, 

_ Nehru's lead was soon followed by 
almost aH other countries 
from 


and Ghana on the other. After the Nas- | 


serite revolution, Egypt too had become 
a votarv of the same approach. But the 
word non-alignment had not ye: en- 
tered the international political lexicon. 

It came into vogue in the 1950s large- 
ly as a result of Nehru's impatience with 
the West's misunderstanding or misrep- 
resentation of non-alignment as “neu- 
tralism," promptly denounced by then 
US secretary of state John Foster Dulles 
as “immoral.” Nehru was emphatic in 
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, tuous path. During the era wh 

| thanks to the dynamics of decolonisa 
4, tion, non-alignment was winning mam 
| Asian and Africa adherents, there was a 


dependence of decision and action, he 
said, adding that for this it was neces- 
sary to refuse to line up behind one 
power bloc or the other. | 

Ironically non-alienment, in the 
early vears 
the Soviet Union or China. Stalin 
thought it to be a ploy to side with the 
West, while Mao Zedong thundered 
that a “third road simply does not 
exist.” 

The Soviet Union was the first to 
change its view and recognise non-align- 
ment's popularity and potential. China 
ultimately came to the same conclu: 
sion but through a much longer and tor- 








certain inevitable intertwining between 
non-alignment and the movement for 
Afro-Asian solidarity. The B andung 
Afro-Asian conference in 1955 was the 
high watermark cf this process. Fr 











H Owever, this intertwining was 
NR always benign. At first it gener 
undue euphoria, which obscured real- 
ity. The consequent myth-mak 

aggravated by India, which inve 











tween the two giants. < 


When the Sino-Soviet split came into 


the open this further complicated. mat- 


_ ters. Backed by China, countries such as 


Indonesia, led by then president 
Sukarno, set the Afro-Asian solidarity 
movement up as a rival to non-align- 
ment. : 

From all this mess, however, non- 
alignment emerged sccessfully and be- 
came a force with wmo reckon. For 
this, much of the credi must go to the. 
late president Tito of Yugoslavia. He 
seized on non-alignment as a useful in- 
strument to protect his country from 
Stalin's deadly embrace. Together with 
Nehru and Nasser, he organised the first 
non-aligned summit in Belgrade. The 
second summit took place in Cairo in 
October 1964. v: 

Parallel efforts to hoic a second Ban- 
dung-style confereace in Algiers in the 
summer of 1965, however, collapsed. A 










his arguments that neutralism was à 
passive' concept while non-alignment 
was a "positive and dynamic" one. The 
. newly emergent Third World countries 
were anxious not to mortgage their in- 


at least. was not popular in 


before the 
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$ With all its shortcomings, = | img towaras tae 
[the movement] will be on | much larger. Man 


mini- and micro-m 
imported into t 
complexes born of their inseci 

By and large, however, cot 
tisan pulls cancel each othe 
movement has thus manage 
on all issues before it e 
Iraq war — a reasonabl 
sus. It is instructive to f 
each consensus is backed by beth Cu 
and Saudi Arabia, which are positio 
. on opposite ends of the pro-Se 
| US spectrum. b 








































































the scene for at least as long | 
as superpower elephants | 
threaten to trample the . . | 


grass where lesser actors | 
also graze. 9 
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| 
1 
i 
| 
| 
| dence of Namibia, Palestine, the Indian 
| Ocean as a zone of peace and so on ~~ 
| the US and other Western countries 
| 
| 
| 


—M—À imei Rad 


consistently take up positions wholly 






opposed to the movement, while the 


criticism of the US : | IDEM 
| Soviet bloc backs the non-aligned tothe | The complexities of the situatio 


which coincided, by acci ! 1 tuatio 
with the start in New Delhi of a meet- hilt? m | : should not be overlooked. Singapor 
ing of the non-aligned coordination | Particularly untenable is Washing- | may be pronouncedly pro-West when it 
bureau. e . | ton's demand that the non-aligned comes to the debate over Hanoi's ac- 
Underlying US, and Western, anti- maintain equidistance between the _ tivities in Cambodia, but when the law. 
pathy to the movement is the complaint | superpowers. It is elementary that the | of the sea is the issue, it is sharply critical 
that it tends to be soft on the Soviet | movement’s distance from a super- | of Washington's resistance to the law 
= ba power, depends on how sympathetic or Similarly, the presence of Cuban troops 
hostile it is to the movement on a given | in Angola may be anathema to the L 
issue at a given time. _ and unacceptable to many other cou 
With all that, the movement has wise- | tries; but to the African countries, n 
ly and resolutely refused to accept | bound to be the focus of the movem 
PECENE were met ——— because of South African intransigent 
zi | their presence is welcome. | 
| Allin all, the non-aligned moveme 
|! can be blamed for many things, prin 
pally for being ineffectual. Its rapid € 
pansion has not been an unmixed bless 
ing, having loosened its cohesion a 
lowered its elan. The lack of progress 
the movement's struggle for a just int 
national economic order throu 
North-South dialogue speaks for it: 
But the one charge that cannot be laid 
the door of the movement is one of p. 
tisanship between the two power bk 
| Particularly preposterous are- 
| rantings of Gen. Vernon Walters, 
US ambassador to the UN, over Lit 
or Nicaragua. Such unrestrained ^ 
| rhetoric can be counter-productive. 
will rob even legitimate US criticis 
credibility. Worse still, it can pro 
the non-aligned to react to. US ve 
excesses in kind, especially when Ai 
| ican and British policies towards S 
| Africa are driving many non-ali; 
* countries, including members of 
Commonwealth, to despair. | ^ 
Zimbabwe, led by Robert Mugab 


























Robert Mugabe, the next non-alig 


Union and hard om the US and the | the dubious doctrine that the Soviet | | 
West. The grouse, though often exag- | Union is its “natural ally.” Cuba’s at- | as the next non-aligned chairman, is in- 
gerated, cannot be dismissed out of | tempt to sell this line, during its chair- | clined to be as moderate and construc 
hand. | : EN. manship of the movement, failed miser- | tive as India. seeking cooperation in- 
The cautious wording of the move- | ably. It is a measure of the movement's | stead of confrontation. But the questior 
ment's criticisaro the Soviet military | fairness and maturity. | is how long can moderation survive if, 
intervention in Afghanistan, for exam- | | on the burning issue of the next few 
ple, does contrast with the stridency of | years, the racist regime in Pretoria co 
the movement's condemnation of com- 
parable US actions. But quite apart 
from the fact that most non-aligned 
countries have had intimate experience 


| Gu then, India, as the movements | 
chairman, has won plaudits for res- | tinues to receive comfort and suppo 
cuing the movement from bloc-oriented | from both Washington and London. = 
divisions and bringing it back to its orig- | And there need be no illusions tha 
inal moorings. Partisanship inconsistent | the non-aligned movement will disap 

. of Western imperi with non-aligned ideals is not the mono- | pear or wither away. To borrow word 
onialism, while having almost no direct poly of those inclined to give the move- | froma British commentator not partict 

- dealing with the Soviet Union, the other | ment a pro-Soviet twist. It is a two-way | larly sympathetic to it, the moveme! 


* 


rialism and col- 
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f the coin cannot be overlooked. street. “with all its shortcomings, will be on 
/hat are the non-aligned countries In any case, the number of pro- | scene for at least as long as superpo 


| elephants threaten to trample the g 


o if, on issues of vital concern to | Soviet members — Cuba, Vietnam, An- | 
id. indepen | where lesser actors also graze.” 


-such as apartheid, indepen- | gola, Mozambique and Afghanistan — 
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EIGN RELATIONS - 


lamat Ali in New Delhi 

ith a summit meeting due in 
November in the south Indian city 
t Bangalore, a flurry of diplomatic ex- 
changes is about to begin among the 
seven member nations of the South 
sian Association for Regional Cooper- 
| (Saarc). Diplomats face an uphill 
of reviving the warmth of the first 
aarc summit at Dhaka late last year. 
Although the Saarc charter explicity 
les out discussion of bilateral issues in 
| forums, there is unanimity among 
servers that the bilateral ties between 
dia and Pakistan could be the stumbI- 
g block at the Bangalore summit. In 
ie with the hopes raised at the Dhaka 








ts Saarc neighbours have remained on 
n even keel. India has managed to 
ing the ethnic Tamil issue in Sri Lanka 
ack to the negotiating table. 

, But its ties with Pakistan are set on a 
lippery slope and there is scant hope of 
mprovemen: in the coming months. 
sporadic shooting incidents have taken 
ace in recent months across the Indo- 
akistan border in the Jammu anc 
ashmir region. And there is a strong 
Tikelihood of a tense confrontation be- 
ween the armies of the two neighbours, 
which could tax diplomatic skills on 
both sides in 
angalore summit. | 

* The move which could precipitate 


New Delhi is 
€ routine policing of the Indo- 
n border to the army. A five- 









mmit, New Delhi's ties with most of 


the period leading to the | 





stumbling block to Saarc success. 
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confrontation concerns:the turbu- | 
security situation in India's Punjab | 
Despite protests by the Punjab | 
government ruled by the Akali - 
popon to nand | 
i 


sophisticated US engines 




















































est in Punjab strains Indo-Pakistan ties 


the berder starting from the Rann of 
Kutch in Gujarat state through the des- 
erts of Rajasthan, the fertile plains of 
Punjab and on to the northern moua- 
tainous terrain in Jammu and Kashmir. 
The purpose is to seal the border :o 
rue the entry of Sikh terrorists from 
akistan. India has charged that Pakis- 
tan hes been sheltering, training and 
arming the terrorists. The large-scale 
deployment of Indian troops would in- 
evitably trigger off a matching move ty 
Pakistan across the border. 
Pakistan's recent move to acquire 
for its 


Chinese-designed F7 fighter aircra‘t 


| has also caused concern in New Delhi. 


India has appointed retired diplomat 
T. N. Kaul, considered a pro-Moscow 
and anti-Pakistan hardliner, as its am- 
bassador to Moscow. | 
Recentlv the Soviets warned Pakis- 
tan that they would not tolerate the ac- 
quisiticn of a nuclear-weapons capabil- 
ity by Islamabad. Some His eine see 
these moves as reminders both to Pakis- 
tan anc the West that India can adopt a 


| tough posture by bolstering its strategic 


collaboration with the Soviets. Soviet 
leader Mikhail Gorbachov is due to visit 


India later this year. | 
| ndia wants to preserve its Soviet 
connection while opening its national 
economy to Western cooperation. At 
the same time, New Delhi would rathe- 
not bring Soviet influence to bear on the 
problems on the Subcontinent, prefer- 
ring to solve them bilaterally. Nor 


, would it like to see the region become 
, an arena of US-Soviet rivalry. Tc 
| achieve this aim, New Delhi has beer 








‘Indo-Pakistan Joint Con 








er of a more 
comprehensive treaty of friendship. Two 
key clauses-of the Indian draft stalled 
progress for. more than two years: first, 
New Delhi wanted Pakistan’s commit- 
ment to solve all preblems with India 





| bilaterally, without resorting to interna- 


tional forums. This knotty issue was re- 
solved eventually with the two sides 
tacitly agreeing to incorporate the relev- 
ant provisions of the Simila Agreement, 
signed at the end of their 1971 war. 

Secondly, India wanted Islamabad 
not to offer military bases on its soil to 
any foreign power. While Pakistan 
could agree no: to have foreign bases 
aimed against India, it is apprehensive 
of a threat to its northwestern flank 
from a Soviet-backed Afghanistan. To 
meet that threat Pakistan might be ol 
liged in the future. the reasoning goe 
to invite a countervailing military pre- 
sence, possibly from the US, 

But some Indian analysts believe 
that even foreign bases might not be a 
hurdle to the signing of an Indo-Pakis- 
tan treaty. Thev think that Pakistan is 
largely to blame for the lack of progress. 
Pakistan wants a non-aggression pact 
that is of no great value to India. India 
wants a complete normalisation of rela- 
tions, which would remove political and 
military tensions and open up tr 

Indian analysts contend 
domestic political reasons, Islamabad 
failed to use the full potential available 
under the new Indian regime of Prime 
Minister Rajiv Gandhi, which had an 
open mind on bilatera! issues. Instead, 
Pakistan put economic negotiations on 
the shelf, thus losing the initiative it had 
gained by proposing a detente. The 
ommission, that 
was due to meet by April this year as 
prelude to Gandhi’ kistan visit 
could not meet because Pakistan did not 
hold the meetings of two key sub-com- 
missions to boost cooperation in trade, 
industry, telecommunications, taxation. 
civil aviation and health. . 

Moreover, Indians also maintain 
that hardliners in Pakistan mistakenly 
believe that they can se:tle the Kashmir 
issue and even trigggr off a Balkanisa- 
tion of India bVi-4be:ting Sikh 
separatism in Punjab. More than the 
material help given by Pakistan to Sikh 
terrorists, India is concerned over the 
impression created by Islamabad that it 
would help the Sikhs to achieve their 




























secessionist goal. | | 

Indians are watching with a sense of 
uncertainty the heightening confronta- 
tion between Islamabad and the opposi- 
tion political parties in Pakistan. Similar- 
ly, Pakistan might be watching the out- 
come of the intensification of the Indian 
anti-terrorist campaig unjab.. 













that due to 




























Sanwas added reach in Japanese finance 
can do a lot for your business 


x A wide client base 


The Sanwa Bank, one 
of Japan's top financial 
institutions, bis always 
stressed the importance 
of providing a wide range 
of services without bias 
to a wide spectrum of 
industries. With a cor- 
porate client base that is 
now among the largest 
and most diversified in 
Japan, Sanwa is uniquely 
positioned to assist over- 
seas companies of all 


industries in mergers and 
acquisitions, joint ven- 
tures, investment consul- 
tation, etc. 


Extensive domestic and 
overseas operations 

With more than 260 
offices, Sanwa's domestic 
network is one of Japan's 
most extensive. Sanwa 
specialists across the 
country work in close co- 
operation with the Bank's 
vast overseas network 


in marketing advisory 
and other services to its 
growing international 
clientele. 


The world’s 

6th largest bank 
Forward-looking bank- 

ing made Sanwa what it 

is today: the world’s 6th 

largest bank*, with total 

assets of over US$160 

billion and the highest 

credit rating in mter- 

national finance. Backed 


also by subsidiaries 

and affiliates, Sanwa 
bankers are now more 
active than ever in pro- 
viding the specialized 
financial and marketing 
assistance that overseas 
companies require in 
their dealings with Japan. 
Just ask your Sanwa 
banker. And see what 
Sanwa's added reach in 
Japanese finance can do 
for your business. 


Sanwa bankers are working for you everywhere. 


oe Sanwa Bank 
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Artificial flower and plant manufacturer 


Green n Silk blossomed when an Altos Altos Power For Your Business 

supermicro arrived on the scene. Arlinss to art galleries, physicians to 
"We wanted to handle 2,000 irventory pharmacies, contractors to chain stores: 

items, Invoicing, and accounting, or one over /0,000 Altos computers are making 

central system with three terminals —adding all kinds of businesses and professions 

more later. Nothing from IBM or DEC came more profitable. (Our own financial 

close to Altos for price and performance performance places us firmly in the 

Our Altos quickly improved inventory and Forbes 200). 

cash control, and gave us the power io crow.” Chocse from five systems for 2 to 


reports Phil Duzet, oresident. 30 users, a variety of memory and storage 


capacities, powerful solutions software, and 
an unbeatable range of IBM-compatible 
communications options. For example, if 
you already have some PC's, we'll network 
them to one of our more powerful systems. 
Result? A fully-fledged multi-user system, 
without the loss of your former investment 
in PC hardware and software. 

If youre a growing business, call us. 
We'll connect you to an Altos dealer with all 
the power youll need. 


For information call 1-408-946-6700. 


ALTOS 


COMPUTER SYSTEMS" 
THE POWER IN MULTI-USER SUPERMICROS 


Sandy Holt, V.P., International 


Altos Computer Systems 
2644 Orchard Parkway 
Scn Jose, Calif. 95134, U.S.A. 





you arent worth 
don more, who is? 


Chivas Regal 12-year old premium scotch whisky. 


How much extra is this smooth, mellow self- 
indulgence going to cost you? 


Not much. Actually, just a little bit more. 


You'll agree the taste is worth it. You just have to 
decide if you are. 
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of Amnesia for the first time in several 
years, the traveller will be struck (os two 
things — the new international airp 
in the centré of the city, and | 
falling outofthe racks. — 
Air Amnesia is at the cut 
aircraft and airport d 
flies converted BT 
as "mighty four- 
in their day, with dimit 
windows and a serve-\ 
bomb-aimer's nose 
Nevertheless, Ai 
some olde worlde co 


-—— 





forts that have 


not been seen by. travellers for some: 





time. Full-length bunks are erected 
down most of the fuselage; the system at 
one time promoted itself as the “pronest 
airline in the world” for this reason. 


At the far aft are two tables set for 


(bridge. 
The cabin staff comprises one butler, 
_'o French maids and a Japanese mas- 
seuse. No food is served on board (a 
messy proceeding at the best of times). 
Owing to the short range of these air- 
craft, there are frequent stops at which 
meals are served in gentlemanly condi- 
ions — at proper tables in restaurants, 
ipped with full cutlery 






cuisines d 

Our flight from Hondkcons was via 
Poro Point, Cebu, Davao City, Koror, 
Yap, Honiara, Cairns, Darwin, Lom- 


bok, Banjarmasin, Kuantan, Haad Yai, 
Mandalay and Thimphu. Only two- 


small contretemps were experienced: 


the dugong was a trifle over-marinated 
in Truk, and the Arrack 84 in Mandalay | 
The overnight stays at- 
Yap, Darwin and Haad Yai were un- 
eventful — indeed, after the successive 


was *cotked." 


dinings. and winings, passengers cannot 








capital ae 
evitable demograp 
cities. they become 
"dyingheart." _ k 

So it has been with Rapa City. 


“of larée niodern 
-afflicted with a 





During the 1950s and 1960s, the cen- 


tral district priced itself out of the 
market, and turned into an ungovern- 
able slum full of squatters, criminals, 


drug addicts, public-relations consul- - 
- tants, pop groups and so on. Grasping - 
the nettle of urban renewal, the govern- 
ment in 1981 cleared the whole area and l 
built an ultra-modern airport along the ` 


Hen of what had been the sity s main 





mnesia retains. 


and 
decanted wines and local | 


i how (or even if) they had epe Or. 


m ptiprang qun which, " 
3 in athe centre of the 


€ RAPA A City: Finis the Republic 


are checked-in, bundled in shrink-wrap | 
and transported by vacuum tube 
straight into their seats. Before being 
parcelled, the passengers are sprayed 


with nerve-gas, obviating highjacking 


completely. 

The Amnesian Department of In- 
dustrial Research and Training (DIRT) 
is experimenting with life-suspension 
systems and freeze-drying for passen- 
gers, which will reduce weight and space 
on the aircraft. However, insiders told 
the REVIEW that problems have arisen 
over the reconstituting machines at ar- 
rival zones ("you don't just add water, 
you know," said a DIRT scientist 


sternly). 


One other small hitch spoiled our 


plans. On arrival, we learned that if we 


did not catch the next outward flight in 
seven hours’ time, we would have to 
stay over for 19 days (in other words, 
until the next available auspicious day 


for take- off). 


One was therefore able to contact 
only a few old acquaintances. Gung Ho, 
the famed chieftain of the dreaded Kyak 
up-country cannibal tribe (the last coup- 
leader but three) had been rumoured to 


| have become a banker in Hongkong, a 
sad decline for one of his stature. One is 


relieved to learn that, in fact, he owns a 





chain of MacChupatty franchises in | 
Rapa City and lives prosperously, if | 


blandly. 
The Kyaks themselves, 


in their | 


forest fastnesses, no longer hunt for . 


feet, which they used to shrink for the 
tourist trade (feet are easier to shrink 


than the old-fashioned heads). They 


| the preserved-feet export trade. all nos 


catch their unwary prey — inferior tri- | 
bals, visiting widows from the Mid- . 
Western US and tour groups from | 
Japan — and by secret methods pre- | 


serve their chests. 


ior decorators. 


tended to be too hairy and leathery 
when preserved. A tip for collectors: 


look out for an Iowa bow-front, or the 
| fine- -grained chest of a minor zaibatsu 


executive. | 
As is well-known, Amnesia’s politi- 


| cal system is a simple one: it is rule by in- 
termittent coup d'etat. After each coup, 
there obtains a short period of military 
Jaw, followed by a lengthier period of | 
emergency, giving way to an era of 


crony capitalism, which then rapidly at- 
tracts a new coup leader. Amnesia was, 
in fact, the first country to evolve this 


‘polity, now copied by several other 


countries in the world. 
The egregious Lendussa Kwidd (last 
leader b 


but two) has had a less- 
an. Gung Ho. m: suc- 


~: Corner, 
| This new technology was suggest- 
ed by the government's lively Tribal | 
. Development Corp. some years ago. 
when Korean chests became much |. 
sought-after by collectors and inter- 
| | The Amnesians dis-. 
. covered, however, that Korean chests 
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hotel, 


State. a slow seller. 


| Arvind McMakkerji and the last cou 
| leader but one) is now selling ties doo 
| to-door 
. failed to substantiate his claim to : 
| castor-oil-rich eminence from the. 


enough, through its “Peace and Lc 


recem trade talks in Unctad, the I 
and the World Bank, he has made 

























































say pue "or S00. r 
Photogenic Asia, and Young 
the Year in California. All these 
tiatives were, naturally, -rejec 
with barely concealed scorn. He 
wrote to Singapore. offering to. succ 
Devan Nair as president, and whe: | 
failed he offered to lead the. boc 
Eminent Persons to arbitrate oi 
heid in South Africa — again 
cessfully. 

Last March, he proclaimed h 
the rightful President of the Phil ippit 
in a moving ceremony on the ste 
the Hyhat- Transcendental Hotel 
Rapa City — beating Senator Tolen 
by several weeks. But apart fror 
couple of Filipino guitar players in 
his following melted away. 
now lives in a decrepit villa in a sub 
of Menda City, the Amnesian hill-st 
tion, subsisting on sales of his boo 
Creative Accountancy for Heads | 














Sheikh Ahmed bin Shufti (real nar : 





in Leeds, Yorkshire, has 













Emirates. At one time-he ha 
lished no fewer than two Amnesi 
People's Banks (his and hers) and ei 
Deposit Taking Companies in Hong 
kong. But the financial pyramid. ci 
lapsed when ships, property, hotels a 














civedin 1984... PX 
The current. Premident — the 
posts were combined in 1978 - 
Venerable Mahatoshi Guruswa 
name Nathaniel Gubbins, of Knack 
New' South Wales). 
Genuine Universal Enlighten ] 
Party bid the price of votes up 
US$280 cash on the ballot box, and: 
the 1984 election in a landslide. — 
His party rules, even- -handi 
























vigilantes, who wear long pink g 
and motor-cycle helmets. The ph 
sophy is very private enterprise. 
central bank isin Vanuatu. 
Mahatoshi Guruswamy is now we 
known at international conferences. 














passioned appeals against prote 
tionism, speaking from a bullet-p 
glass cabinet surrounded by boc 
guards. At home, he waves a carved r 
tive boncebopper (cudgel), and end 
with the phrase ` ‘Peace and Fornic: 
Brothers," to the cheers Of 
populace. ats 
Thus passes the Amnesi nc 
of history, in all. its exotic c 
land known as the 
Stone of the: Or 




















































By Robert Keith-Reidin Suva 

he governments of the South Paci- 
fic have finally lost patience with 
Paris. Condemming the policy of the 
. new government of Prime Minister Jac- 
ques Chirac on political progress in the 


"significant backward step," the 13 
members of the South Pacific Forum, 
-gathered here in Fiji's capital for its 17th 
annual meeting, complained that while 
the government of former prime minis- 

r Laurent Fabius 
mitted to a form of independence 
= New Caledonia, B 
lanesians are outnumbered by White 
inch settlers, Vietnamese and 
lynesian communities, the rightwing 
trac administration was clearly *com- 
utted to New Caledonia remaining a 
ritory of France." 


OUTH KOREA 






























Paul Ensor in Seoul 


wonders who is in charge there is 
kly enlightened upon entering the 
d old building, where a large, weli- 
hotograph of South Korean Presi- 
Chun Doo Hwan beams down 
.on high. The city does have a 
r but like all local officials, he is 
nted from above and hclds office 
no fixed term. 
South Korea has been devoid of 
ai-level political institutions 
y 30 years. However, the govern- 
has announced plans to put a new 
ai political machinery into place, 
though the opposition New. Korea 
Democratic Party (NKDP) is wary of its 
suggestions. 
_ Under the present system, the Hone 
Affairs Ministry is responsible for ap- 
_pointments cf local officials throughout 
.the country, in a manner rot unlike the 
centralised Confucian bureaucratic sys- 
:m of the Choson dynasty (1382- 1910). 
"terms of rank, the country's highest 
cal official is the mayor of Seoul — 


x 














r of the National Police. W 
rter of the country's population and 
auch larger share of the economv, 











a nickel-rich island of New C aledonia asa 


had appeared 


where native. 


iy visitor to Seoul's. City Hall who. 


for : 


w Yum Bo Hyun, a former ca: er of- 


ul is a "special city," whose mayor is | 
on-voting member of the cabinet and | 
ectly answerable t to the, prime minis- : 


















not settled. Currently, 
nts depend c on Seoul for. more than |i the main issue, 


In that case, the forum agreed, there 


 Wàás nO point in continuing what :he 


majority of its more cautious members 


had preferred to do at the previous five 


meetngs: to adopt a wait-and-see 
stance in the hope that France might 
save them the risk of incurring its Cis- 
pleasure by itself deciding to hand the 
native Kanak minority independerce 
on à plate. Instead, prodded vigorously 
by a new force in the forum's normally 
placic affairs — a block of the three 
Melanesian nations Papua New 
Guinea, the Solomon Islands and Vzn- 
uatu 





reinscription of New 
Caledonia on the list of colonies kept 
under scrutiny by the UN decolonisa- 
tion commit:ee. 

Disposing of its planned four-day 


ion of power 


3 an for elections at the local level is unveiled 


The mavors of Inchon, Pusan ard 
Taegu rank next. They are directly 
answerable to the Home Affairs Minis- 
try rather then to their provincial gover- 
nors, who are also appointees. Officials 


of the smallest geographic units are also 
directly or indirectly 
Seoul Elections for local officials, such | 
as mayors and governors, and te local | 
assemblies were permitted during the 


1950s but abolished by the late presi- 
dent Park Chung Hee in 1961. 

Under the ruling Democratic Justice 
Partv's (DJP) recently announced plan, 
a network of councils at the county and 


small city level is to be established that 


would create 3,000 elected posts in 57 
small cities and 139 counties. Acccrding 
to the plan, top officials in these areas 


[ will continue eto be appointed and polit:- 


H not be allowed tc take 
elections. The system 








would mE neutralise the political | 
potential of the change. with control | 


still emanating from Seoul. | 
The plan is likely to be put to the na- 


tional assembly later this year for im- | 


plementation in mid- 1987. Earlier sug- 


gestions of elections at a higher level — 


provinces and big cities — have been 
shelvec. The local councils’ power over 
funds, a key feature, is apparently still 
local govern- 


the forum agreed unanimously - 
to seek the 


appointed by | 
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Free Zone Treaty sign iby eight of its 
members at their meeting in the Cook 
Islands last year. It isa document held in 
disdain by the Melanesian bloc since it 
permits signatories discretion in accept- 
ing port visits by nuclear-powered naval 
and armed ships. : 

However, the treaty has since ob- 
tained four (Fiji, Niue, Cook Islands, 
Tuvalu) of the e:ght ratifications needed 
for it to go into effect and is certain to be 
ratified by Australia, New Zealand, 
Kiribati and Nauru. The Suva meeting 
finalised the wording of three protocols 
which, if accepted by nuclear-weapons 
states, would commit them to refrain 
from using or testing, manufacturing or 
stationing such weapons in the region. 





B: agreeing to the inclusion in the pro- 
tocols of a so far unpublished clause 
that allows the signatories to withdraw 
“in the event cf any unforeseen cit 
cumstances arising that would jeopar- 
dise their national interest,” the forum 
is confident of the signatures to the 
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Chun: autonomy plans. 


half their revenues, which severely re- 
duces the potential for real power de- 
volution. 

The DJP has sought to rearrange 
local government in recent months 
partly because of a lóng-standing pledge 
to install some kind of autonomous local 
system by 1987. The issue has become 
particularly relevant since the DJP an- 
nounced plans te amend the constitu- 
tion to change the system of power 
transfer at the national level when Chun 
retires in 1988. 

The NKDP has shown little interest 
in the local-autonomy issue for tactical 
reasons. “We have always called for 
greater local autonomy, but discussing. 


the issue at this stage co 
N ; 


tA rant IRA IG Annin o sso eaa m menm 


t ine Mt rrr tn n tra e a ir i 





























































































Polynesia. | d 
Since | last. year s meeting one 
member ‘Kiribati, has adrnitted Soviet 
fishing vessels to its 200- mile economic 
zone. Two other membe: dier are 
and Fiji have announced | 
willing to talk about fi 
Soviets. Vanuatu has: 
ton, Canberra and W 
lishing diplomatic lir 
has reached an adva 
ations to allow Soviet ships not only 
fishing but port rights. These develop- 
ments have fomented images of micro 
Cubas and Grenadas in the minds of 





















Washing. 
by estab- 
ith Libya and 
tate of negoti- 


powers who would prefer to preserve | 


the South Pacific as a purely Western 
military domain. 


But the only mention of regional | 
security that cropped up at Suva came 
om the Vanuatu Prime Minister Wal- 
Ter Lini. Ata press conference hé advo- 


cated the creation of a regional security 
force, but one which would have more 













for a direct presidential election to 
select Chun's successor. 

The absence of elections for local of- 
ficials and assemblies has helped to per- 
petuate the country’s heavily cen- 
tralised political scene, and discussion 
of possible local systems has been heav- 
ily coloured by the vested interests of 
politicians in Seoul. The government 
has avoided suggesting that bipes: 


.reforms be made in the big cities, w 


" it has a relatively weak political footing. 


‘the NKDP has always stressed the 





l ni 'd. for direct elections of provincial 


'ernors and city mayors — with the 
P likely to win many. mayoral 
e E s relative weak ess in 


I, Polynesia, it said. 
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tion: han a military one. 


expressed "disappointment and con- 
cern" about the slow rate of progress of 
talks between its members and the US 
onthe terms for a treaty to allow Ameri- 
can fishermen to fish the South Pacific 
without the risk of being arrested for 
poaching. Intrusions by US tuna catch- 
ers were what prompted Kiribati to sign 
up with Moscow for a 12- month fish- 
ing deal that it is now negotiating to 
renew. 

By urging the US to swiftly conclude 
a deal that, the forum's fisheries agency 


| proposes, would annually cost US$20 
| million in fishing licence fees, the Suva | 
meeting hinted there would then be lit- | 
tle need for its smallest and poorest | 
| members to enter any further entangle- ; 
ments with the Soviet Union. 
The forum agreed that islands on the | 
verge of self- -government or indepen- | 


The forum nevertheless touched on |. 
one aspect of the security issue when it. « 





dence may be eligible for observer. 


That criteria 
to French 


status at its meetings. 
could not be- ee 


how any new system would be put into 
place. If the DJP’s new plan becomes a 
reality, the opposition will be barred 
from playing a part in local politics any- 
way; the most likely participants would 
be local officials and others sympathetic 
to the government. 

The government fears a crop of op- 


 positionist mayors and possibly gover- 


nors, and recoils at the idea of local- 
level party politics. These concerns are 
reflected in the new plan. The NKDP is 
deeply suspicious of the DJP’s plan. 
“They are propagandising this new sys- 
tem at the same time a major [party] en- 
listment drive [is under way],” Park Sil 
said. TES 
The DJ P is indeed mounting a major 
drive for new members across the coun- 


office in the future. All of this is in prep- 
aration for the forthcoming political 
season, when the DJP and the opposi- 
tion attempt to break their deadlock on 
the constitutional-amendment issue. 
Roh anticipates a flurry of elections 
next year. He recently said he expected 


try, and party chairman Roh Tae Woo 
| has been touring the provinces seeking | 
| support. Potential DJP members may 
| be tempted to join the DJP's ranks if 
| they see the possibility of local political 
Park'Sil said, referring to his party S call | 





a referendum on the results of the two | 


parties’ negotiations on constitutional! 
change in late 1986 or early 1987, possi- 
bly followed next year by national as- 


sembly elections and followed in 1988 | 


by a presidential poll. The establish- | 


ment of local political institutions sym- 
pathetic to the government and electec 
through “non-political? 
1987 may be another stepping stone for 


. a party thinking hard about how to sur- 


i 


vive the ponucate: exit of its creator, | 


„polls in mid- | 


from three ministers who have been th 


| million) from the foreign-aid vote 
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against the weak Australian dollar 






Cutbacks by Canberra pose. 
problems for Wingti ss ~ 


By Hamish McDonald in Sydney 


apua New Guinea Prime Mii 
Paias Wingti, now safe und pa 
liamentary rules from remova «€ 
of no-confidence before the 
election in the middle of next 
begun cracking down on troublemakers 
in his cabinet, but faces a budgeta 
squeeze due to cutsin Australian aid. __ 
Wingti has accepted resignations 


subject of allegations of misconduct 
cluding controversial Ministerfor Lan 
Paul Torato, though he still has to « 
a public slanging. match between 
uty Prime Minister and Finance 
ter Sir Julius Chan and Prima: 
try Minister Sir lambakey O 
With the five-yearly ele 
ready influencing political 
the government's ability to pr 
goodwill through the country thr 
its expenditure will be limited by a 
duction in. aid flows from Canbe 
which provide about 24% of revenu 
Sources in Canberra said Prime 
ster Bob Hawke's expenditure revi 
before the 1986-87 (July-June) bud 
to be announced on 19 August, 
chopped about A$100 million (US$ 


around A$1.3 billion. As the 
single allocation (totalling A$31 
lion last year), aid to Papua 
Guinea would take a share of th 

After a telephone call from W 
verify rumours of an aid cut, 
sent Acting Foreign Minister Ga 
Evans and officials from the Austra 
Development Assistance Bureau 
Port Moresby on 13 August to exp 
Canberra’s budget problems. ` — 


lar 


malised in a memorandum of un 
standing signed last September by 
Hawke and  Wingti's predecessor 
Michael Somare, set the level of aid be- 
ginning in the 1986-87 Australian fiscal 
year at A$324.8 million, with a 3% an- 
nual reduction thereafter. Any amend- 
ment is by agreement, so persuasion | 
rely on stored-up goodwill. | 

Although the Papua New Guine 
kina has been adjusted downward b 
about 6% since late 1985 against majo 
foreign currencies, it is up substantiall 





effect of this has already cut abou 
from the kina value of Australia 
shortfall the Wingti governmen 
quietly decided to shoulder. S 
close to Wingti expected Pc Mo 
would strongly resist any. 
negotiate a cutback on top of 





















y Bruce Roscoe in Tokyo 


he Japan Defence Agency's s | (IDA) 
white paper clearly depicts :he 
Oviet Union as Tokyo’s chief adver- 
', which is "attempting to separate 
he US from its allies by means of a so- 
called peace offensive.” Approved by 
he Japanese cabinet on 8 August, the 
aper, Suggests that the Japanese Gev- 
rnment has not been woced at all by re- 
“nt Soviet initiatives towards Asia. 
.On the domestic front, the paper ac- 
owledges that Japan is rapidly ex- 


hints that it is only a matter of time 
& short time — before military sperd-- 
g exceeds the largely psychological 
ling of 1% of gross nationa! produet. 
Che paper coincidentally follows 
leader Mikhail Gorbachov's 28 
. landmark speech at Vladivostok 
VIEW, 14. Aug.). But before that 
of enthusiasm for rapprochement 
| Asian neighbours could be scruti- 
d by Foreign Ministry officials in 
senior JDA officials already ap- 
ared to have set the official tone of 





avid Bonavia 


soviet Union has breached o one e of 
; fundamental principles in inter- 
nal relations in order tc impress 
with its goodwill and desire fer 
eighbourly relations. | 
Just as Soviet leader Mikhail Gor- 
hov has attempted to. make some 
ative gestures towards the US in 
interests of winding down the arms 
.'so he has offered to heal one of the 
est sores in relations with China with 
ent of contentious frontier 
roblems (REVIEW, 14 Aug.). 

Early in August, ‘Gorbachov an- 
3 need that Moscow would be pre- 
ared to negotiate a border settlement 
the basis of China’s claim that the 
ountries’ frontier on the Ussuri 
i along. the Chinese. bank, 
nthe deepest« course. Moscow 

to accept this since 1969, 
ea broke out on the Ussuri, 












ding its sea, air and land capabilites: 


apan singles out the Soviet security ti threat. 


| 





part Zkou Enlai at Peking 


1969 and have continu- 


Japan's response to Gorbachov's polish- 


ed diplomacy. 
|, Asone Western diplomat and Sov et 


watcher commented: “The Japanese 


are cautious and cold [towards the 


Sovie: Union]. They see Gorbzchov's 
finely cut ti 
see bear’s fur protruding from between 
the shirt buttons." The white paper 
states bluntly: *A latent threat to Japan 
has increased owing to the remarkable 





build- 1p of Soviet forces in the Far East 


and the intensification of related ac- 
tivities." By contrast, the paper says 

"the US intends to defend countries of 
the free world, thus contributing to 
world peace and stability." 

. In Southeast Asia, the paper blames 
instab:lity on the Soviet Union's “con- 
tinued military intervention in Cam- 
bodia by Seviet-backed Vietnam,” and 
notes that improved Soviet facilities at 
Cam Ranh Bay in Vietnam are E ME 
the Soviet Union to boost its presence in 
the region, broadly defined as that en- 
compassing the Straits of Malacca, the 





met. his. Chigdse counter- 


Airpor: when returning 
from, Eanoi after attend- 
ing the funeral of Viet- 
namese leader Ho Chi 
— Zhou long afterwards 
claimed that Kosygin had 
let him down by failing to. 
implement the agreement 
informally. reached to 
withdrew each  side's 
forces to the previous line 
of actual control and 
move regular military 
units back from the 
border. Talks on settl- 
ing the border question 
were begun in Peking in 





ed . sporadically there- 


after, taking place alternately in the | 


| Chinese and Soviet capitals. 


The Sino-Soviet talks have never 
come close to implementing the Zhou- 
Kosygin agreement. On the. contrary. 









ree-piece suit but they also 































Gorbachov: ready to negotiate. | 









‘ sonal and national 
viet Union has. boosted | its troop = | 





ter the Se threat, Japan 

proposes + ntegrating its military more 
closely with the US forces, providin 
more facilities for the some 47, 
(2,500 army, 7,390 navy, 21,900 marine, 
and 16,200 air force} US military per- 
sonnel stationed in Japan, and imple- 
menting an earlier agreement to pro- 
vide the US with mainly electronic- 
weapons technology. = 

Specifically, the US is now carrying 
out the deployment of 40-50 F16 fighter 
aircraft at Misawa Air Base in Aomori 
prefecture, northern Honshu. Planned 
since June 1982 and scheduled for com- 
pletion in 1989. this deployment will 
mesh with Japan’s defence system 
for Hokkaido, which the JDA re- 
gards as most vulnerable to Soviet 
attack. The new F16s will form one 
air wing comprising two squadrons 
under the command of the US Fifth Air 
Force. 


AS J apan is modernising and boost 
ing its air, naval and ground forces. 
Upon completion of the build-up pro- 
gramme for 1986-90, for example, the 
air force will have 320 fighter aircraft 
(up from 306 as at 31 March 1986); the 
army will have 1,205 tanks (1,146) and 
949 armoured motor vehicles (639), and 
the navy will have 16 submarines (14) 





strength in south Siberia and the Soviet 
Far East to about 1 million. 

China has- deployed its. best armoured 
units in the highly industrialised north- 
eastern part of the country and guarding 
the approaches tc Peking. 

Throughout 1969. there were in- 
timations of a full-scale Sino-Soviet 
war, and it has been per- 
sistently rumoured in dip- 
lomatic circies since then 
that the Kremlin ap- 
prcached Washington t 
fee! out its attitude tc 
wards a pre-emptive nu- 
clear strike on China's 
Own nuclear testing 
grounds in Xinjiang, if 
not an attack on Chmese 
cities. Washington, it is 
saic, warned the Soviets 
off. The consequences of 
such a strike would be im- 

possible to predict. 

In 1971, the break- 
through in Sino-US rela- 
tions marked by the so- 
called ping-pong diplo- 
macy and the Peking visit 
of then US national secu- 
rity adviser Henry Kis- 

singer made a Soviet attack on Chi- 
na less and less likely. Then US presi- 
dent Richard Nixon and Japan's pre- 
mier, Kakuei Tanaka, put ey per- 
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on a.new 

















pendence on its s cogperátive mili tary e- 
lationship with the US, the paper con- 
firms elements of the current Japanese 
defence build-up and contends that Ja- 
panese public opinion is almost. fully 
supportive of this expanded dn US 
compatible military capa 
opinion, however, may. ha 
veniently — if not expedie 
— marshalled to show a high. 
level of support, as surveys Dy 
the Prime Minister Ls Q 









‘meter. pu " 
Begun on 1 Agi [977, t 






up is proceeding acco 
recommendations of thé Octo- 
ber. 1976 “National Defence 
Programme Outline," which 
stipulates the *minimum neces- 
sary level of defence forces that 
ies be maintained in peace 
| ' The Japanese Govern- 
"Y ien the paper says, "takes 
_ the view thatit is an urgent 
| to attain this force level as soon 

as possible, and intends to step 
| up the defence build-up.” Justi- 
| fying such urgency is the “con- | 
| 









Á£ 


spicuous. increase" in Soviet- 
m forces] in 1 the Far East, 





the Pacific region, and the Soviet 
Union responded by accelerating its 
development of a powerful blue- water 
navy. ` 

Until the death of Chinese Com- 
munist Party chairmian Mao Z edong in 
1976, Chinese polemics against the 
Soviet Union continued at a high level 
of  vituperation,  accusing it 
“hegemonism” and "social-imperialism. " 
But with Chinese leader Deng Xiao- 












rowing since 1973 — with the hiccup of 
iis temporary disgrace in 1976-77 — a 


question of relations with the two super- 
powers was evident. | 


ment of Sino-American relations 
was stymied by the "Taiwan question 
until the Chinese decided to shelve it in 
the interests of progress in other sec- 
tors, and full diplomatic relations were 
established in 1979. 

Deng smiled on a gradual improve- 
ment of relations with the Soviet Union 
and the East European socialist coun- 
tries. Symbolic cultural and scientific 
| exchanges took place. Mutual visits 
| were made up to the level of deputy 
foreign minister. The Bolshoi Ballet 
ited China and trade increased. 
Trade, indeed, could be a most 
promising area of expanding relations, 
| because China and the Soviet Union are 
almost complementary in b. r 


















of 


"more even-handed approach to the 


‘or one thing, ‘the’ he: develop- . 























rmediate-range 


Ciear weapons 


ping's influence in the politburo steadily. |: 


years, 


plast 
ing and footwear. Settlement can be 
thus preserving, 
. China's scarce Teserves of foreign ex- 
change. 
-The Soviet Union can offer China in- | 


REPRE TRUE Eod 


rr meri aate asperi p oso e Mm rq uer rnm terreri eri tr AP We at tarima ern mda 


The J DA CRAS a mid: term de- 


fence-programme estimate every three 
though this estimate projects. 
military expenditure and revised cost- 
ings for five-year periods. These esti- 
mates, designed to peg spending below 
the cabinet-set level of 1% o 
pace implementation of the 1976 out- 


GNP, 


.S8/ 20.0 
TU 224 Backtires. O 


i 41 divisions with approx, 
? 370.000 troops. [Firepower and 
| moby were improved by 
; introduction of T-22 tanks 
land armoured infantry fighting 


31 divisions with 
approx. 300,000 
'traops 


| vehicles. au 


Approx. 2.036 combat 
aircratt 


Naval lorces 


axons ME of IE 
. approx. 1.28 million | | mi 
b 


mercial requiremenis. China's low-cost 
food-processing industriesand livestock 
can supplement thé meagre diet of resi- 
dentsof the Soviet Far East and Siberia. 
All parts of the Soviet Union badly need 
consumer .goods — kitchen ware. 
haberdashery, Stationery, rubber anc 


goods and, above all; cloth- 





on. a barter basis, 


dustrial and mechanical equipment. 
cars and trucks, aircraft, minerals, iron 
and steel, precision instruments — in- 
deed everything needed by a modernis- 
ing economy. Despite its emphasis of 
only purchasing “the most advanced" 


-technology from its trading partners, - 
China actually has more need of plant 


that will improve or add to the capacity 
of machinery bought from the Soviet 
Union and Eastern Europe in the 1950s, 


before the mass pullout of Soviet ad- 


visers and technicians in 1960, which 
was the result of a growing political 
dispute. | 
evertheless, important obstacles 
remain in the way of better Sino-Soviet 
governmental relations, to say nothing 
of inter-party ties. The Chinese have 
bitter memories of the way the Soviet 
Union tried to dominate their revolu- 
tion from Moscow, in the 1920s and 
1930s, being prevented from doing so 





i( Regiecemart with 
$ [ eieicend aircraft of high 
| performance, including TU-22M 
| Plogger, perya AMiG-23/27 
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8-20, more than 132 
U-22M Backfires, approx. 85 


i missile cruisers, » Kia-class 
missile c: 


| 


only by Mao’s fene taper cee | 


outline, while spending ir 


down the conditions for a bette 


_ be ruled out of court in today's Kr 
-unless there were a serious dete 
| tion of the situation and a Chines 









spending of Yi 
lion) is seen as needed to omp tt 







































estimated at X3. 34 trillion, to accou 


d 0. 9937% of GNP. 
Although the paper vul no 
so far as to discard the ME Ai 


apply. T 
ifficu 
E in GNP for eac 
year. Therefore, the def 
ratio of defence-related ¢ 
diture to GNP cannot b $ 
fied at present." The pape 
promised higher pay scale f 
senior military officers would 
easily push spending over 

196 mark. P, 

But in any event, if the. 

used the US criteria for 
tary spending, including: 
ment pay and other person 
costs, Japan would have.to 
‘ped the 1% mark some. ti 
ago. This fact. qualifies 
paper's assertion that, 
terms of the ratio to:GNP; 4 
capita expenditure and - 
ratio to government spendi 
Japan is. far QUON. Rule. 
countries.” = 











































character. The “big brother” attit 
the Soviets in the 1950s was a 
ther reminder of their desire to c 
trol communist revolutions all over 
world. 

China's quarrel with Moscow 
now moved onto the internatio 
plane, with Peking specifically lay 





lationship: scaling down of Soviet 
strengths on the border and in J 
golia; complete Soviet withdrawal 
Afghanistan, and an end to Soviet 
port for the Vietnamese occupatk 
Cambodia. : 

‘Gorbachov has gone : some 
meeting these demands by pro: 
reduce the number of its force 
ghanistan and permitting the. 
lians — who are political puppets o 
Kremlin — to sign a new consular tr 
with China in the second wer 
gust. China has for several 
frained from attacking t 
order in the “revisionist” Sov 
and has stepped up its criticism 
policies in Central America n 
Middle East. i 

Better relations with the $i 
Union would greatly increase Chin: 
security. Although the Red Army. hi 
command was in favour of a n 
strike in 1969, such a suggestion wo 











clear threat to the Soviet Union 






id Tom Crichton 
: metropolis of Chinese and people 
rom all over the world who, for a vari- 


- else to go no matter how much they may 
Occupation and barbarism. Slowly, the 


confidence was replaced by a sense of 
doom as wel as gloom. That October, 
as though a sign of the despair, Ameri- 
n diplomatic dependants 
acuated on the ocean liner Monterey. 
ldenly, the title of that year's best- 
ing documentary, Shanghai: A City 
Sale, acquired genuine meaning. 
The White Russians, who made up 
aps the largest segment of the city’s 
Chinese population, had no home- 
d. The French, lords of a concession 


t equally threatened, had nothing to 
urn home to but the Nazi occupation. 
or the British, a retreat meant a long, 
-boat-menaced sea voyage to their 
deaguered island. German Jews had 
'en arriving on dirty and decrepit ships 
om Europe up until September 1939, 
| Shanghai represented the.absolute 
id of the road in their desperate flight 
om Hitler. 

‘American, Canadian and Western 





ediate induction into armies either 


ds among the business E 
e mainly mediocrities blown up out 
proportion to their justified social 


th big salaries, servants, chauffeurs, 
Russian girl: friends and the rest of the 
rquisites that go with colonial service. 
^e corporations required that their 
Nrsonnel remain.in place, making 
money for them as long as possible, and 

€ quitters almost invariably. returned 
o unemployment. | 

During the final 14 months of Shang- 
hai's existence as one of the Unequal 


hat condemned, men most often do. 


nghai into a night-and-day jam- 
ee of. hedonism that had its 
max during the city's fina! New Year S 


On 31 December 1940, Shanghai’ 5 
s, restaurants, brothels, gambling 
ts and opium .dens reported the 
st receipts in their histories. Inthe 





=) y 1940 Shanghai had become a vast 


: ety of reasons, had absolutely nowhere 


have dreaded the prospects of Japanese 


were 


arge as the International Settlement | 


s. Shanghai had provided them 


iey lived for the moment by turning - 


ach C oncession, Avenue Joffre was | 


n the shadow c of war 


City's customary cheerfulness and self- - 


r or preparing to be. The old China l: 








inessmen in Shanghai might have |É 
med to have the easiest way out. But | 
the younger men repatriation meant | 


clubs” staged galas that 
night. The elegant public night cluds | 


swarming with. merrymakers until sun- 
rise. In the Settlement, all the onu 
lasted all 


like the Trocadero howled as never be- 
fore. 

The excessive celebrating on that 
historic night was, of course, a whistling 
up of courage to mask the fear of im- 


pending doom. But at one address, the. 


Soviet Union's Shanghai Consula:e, the 


| revelling: was sincere and smug. The 


Russian consul-general presided over 


an exceptional all-night fling that had as 
.its guest of honour his Nazi German 


Sur EEA accompanied by a 
delegation of his merry men. 
The Russians and the Germans were 
probaby the only foreigners ia all 
Shanghai who felt they were secure no 
matter what happened. Stalin had a 
non-aggression pact with Tokyo. and 
the Nazis were Japan's ally in the tri- 
partite pact. They could afford to live it 


large 


up without fear of the morrow, and they 
i did. 
Treaty ports, its foreign residents did | 


was among several non- political 
guests at this unforgettable gathering 
and drenk toast after toast in vodka to 
both H tler and Stalin. By two or three 
in the morning the Nazis could take no 
more and yelled “heil” Hitler in unison 


: one las: time before stumbling off to- 


wards their beds. But the Bolsheviks 


| staggered around. hugging and toasting 


| everything thát/ moved until the pale 
| winter sun was high i in the sky. 
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ily knew how the wealthy 
Shan ghai Chinese. of whom there were 
still plenty, celebrated that auspicious 
| Western New Year's Eve. On the whole 
they stayed weil out-of sight no matter 
what they were upto. Butthe luck of the 
| poor Chinese that night was plain for all 
to see. And those who survived it may 
or may not have realised that a new re- 

cord had been established for dead 





. bodies recovered from the streets along 


with the confetti and empty bottles. 

. Eversince the summerof 1937, when 
the Japanese army began wrecking the 
countryside as far inland as Wuhan and 
beyond, streams of ragged, dispossess- 
ed and destitute Chinese peasants 
began arriving in Shanghai in hopes of 
finding some means of survival in that 
fabled place. But ne city anywhere 
could have had the spare resources to 
give them any real help as the first 


trickle of the homeless became a stream |. 


and then a torrent. Foreigners i ; 
Shanghai found it almost impos- 
-sible to walk anywhere because 
ofthe swarms o? ragged refugees 
and beggars. who tugged at their 
clothing or clutched their knees. 
By the grim winter of 1940-41 
the number of starved or frozen 
bodies harvested by special 
hearses of the municipal council 
from the streets of the Settle- 
ment alone was averaging 300 a 
day or ar incredible 109,000 a 
year. " 
On New Year's morning, 
1941, when the wagons began 
their rourds, they found nearly 
twice the nightly average victims 
of the bitter cold. The au- 
. thorities were unable to find cof- 
| fins for them all, and several 
hundred corpses were simply 
roped together anc secured to a 
buoy in the Whangpoo where, it. 
was hoped, their decaying would 
minimise the likelihood of parue 
The degradation of the Shanghai 
Chinese ranged from poverty to inva- 
sion to racism, perhaps best captured by 
the famous Shanghai announcement: 
“No Chinese, No Dogs Permitted.""The 
sign was posted in a tiny children's 
plavground on Bubbling Well Road that 
may have served some little foreign kin- 
dergarten or perhaps an enclave of pre- 
dominantly foreign* residents. Those 
who were then known as “masters” and 
are now known pclitely as “foreigners,” 
can scarcely imagine and often will not 
believe the degradation visited upon the 
Chinese in the treaty ports by their 
countrymen of an earlier era. — 
The British were the worst offend- 
ers. It was their icea to insist that all of 


_ the Unequal Treaties’ nationals be ad- 
| dressed or referred to as “masters.” 


| White children or “youn 





And this custom was also 








asters.” rhe 


forced with — 
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them in their offices and factotie of 


course, because they could not operate 
without them, but they would not have 
them in their clubs. All the privileged 
foreigners had Chinese in their servants’ 
quarters, but they would not have them 
in their sitting rooms. And if any young 
English “griffin” sent out from London 
to serve one of the taipan co podon: 
was discovered dating a Chinese 
was sent home. as soon: asa passage 
could be found forhim. | 

A miracle .of Shanghai $ prosperity 
was how anyone ever communicated 
with anyone across. ethnic boundaries. 


The masters resolutely refused to learn 








even spoken Chinese, and were su- 
premely disinterested in any aspect of. 
Chinese culture. Even during its chaotic 


final years, Shanghai offered no end of 
performances and exhibitions . 











chinese food as. adventuresome i 
downright dangerous. | 


very master and even som 
alesser breeds such as Whi 


sians had at least one Chinese personal : 
servant. Unless they had small children: 


who required amahs, the masters' per- 
sonal servants. were called "boys," an 


they did all the traditional chores of 


housekeepers. Shanghai boys gave little 
cause for complaint, not merely because 


they were willing servants but because . 
all of them were aware of the horror that 


awaited them in the streets in cas of 
dismissal. | 
The day was to come e when all of th ; 
masters with Allied passports suddenly 
found themselves cut off at the pockets. 
The Japanese invasion separated them 
from all forms of income and even froze 





- their savings accounts. This was the situ- 
ation faced by the masters during the |A 


ightening financial limbo that existed 
. etween the arrival of the Japanese 
army on 8 December 1941, and the date 
a few months later when they were im- 
prisoned. 

It also was a marvellous opportunity 





for the long-suffering and humiliated 
boys to give their masters swift kicks in: 


the rear. But this they did not do. In al- 
most every case the Chinese boys were 
their masters salvation. They 
negotiated with Chinese landlords to 
forgive unpaid rent, they showed their 
masters how to peddle small personal 
| items to get money for food, and when 
the masters were sent to the camps, 
their boys loyally acted as custodians of 
| their remaining belongings until the end 
. Of the war. 
š While things were still in place, first 
social priority had always been vested 
with His Majesty's British subjects. The 
French; The Americans and the rest of 
icasian citizens of the beneficiary 









öf all. 
China's classical arts, but it was rare to 
| see a master's face at any of them. Mas- 
ors. regarded any encounter with 
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were definitely ranked as “lesser 
breeds” by the Whites. 

Shanghais White Russians had 
gradually won a special economic ad- 
vantage for themselves between 1917 
and the end of international control, but 
socially they were beyond the pale. Just 
one small step above the luckless 
Chinese stood the European Jewish ref- 
ugees. Most of them arrived in Shang- 
hai — where no authority existed to tell 
them they were unwelcome — on un- 
seaworthy, old tubs and often with no 


other possessions than the threadbare 
clothes they stood in. The German Jews 
brought with them, however, many pro- | 


fessional. skills and talents, and the 
lucky ones found niches for themselves 


before too long. 
The unlucky majority, on the other . 


hand, often saw their women forced to 


become bar-girls, dancehall hostesses 
or pr stitutes, while they themselves | 


couipelsd with the Chinese in the 1 mass 
labour market. More than once a Jew 
could be identified amid a team of 
Chinese coolies: harnessed to a heavy 
delivery wagon. 

Ironically, the German Jews chose 


the Japanese stronghold of Hongkew as- 


their principal place of refuge in Shang- 


hai. Their one pathetic little recreation 
where- 


centre, Zum Weissen Rossi, 
former members of the Linz Symphony 
Orchestra produced Shanghars best 
dance music for its poorest clientele, 
stood side by side with Japanese enter- 
prises. Yet the Japanese tri-partite 
pact allies of their persecutors allowed 
them to live without being molested. 
And when Japan took unchallenged 
control over all Shanghai by conquest 


they classified the hapless Jews as neu- 


trals and may actually, have sheltered 
them from the more.extreme Nazis at 
the German Consulate-General. n 
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legal ground i in the Settlement, but they 
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css of Sanchar par a eer 
bly did not want or anticipat 
mediate fighting around Shan 
They got it, nevertheless, when CI 

troops launched a heroic but futil 
fensive of their own that brought a3 
sive Japanese response. And it 
quickly to develop into the central 
China campaign that gave them posses: 
sion of Nanjing and the cities of Wuhan 
J apanese n Moss un alt of e 


the pea Sculement. il per i 
a traditional stronghold of J apinege 
tlement and business. 


Ateius "Gen. T 
| Araki training. ma 
which forbade any vestig 
of compassion tow 
the emperor's enemie 
Their assigned duty wa 
to bully, beat and oth 
wise terrorise all the 
Chinese they could gi 
their hands on into tot 
demoralisation and sub- 
mission. 
‘Disgusted foreign 
dents of the Internati 
[| Settlement and the Fri 
| Concession had only 
travel as far as the Garde 
Bridge that crosse 
Soochow Creek ^b 
dary separating Hong} 
from the rest of the Seti 
ment to observe this po 
licy at work. Sentry d 
there was handled by the Japan 
Naval Landing Party (Marines); an 
each of these blue-uniformed, bayo 
carrying brutes was designated a re fi 





the Chinese had to kowtow bef 
o the bridge. 
Ede kote were n. for this 


station were us to bow. ‘dee s 
their conquerors. Rickshaw boys pul 
ing foreigners paused briefly and bowed 
before trotting on, but Chinese passei 
gers were forced to alight and bowa 
with their pullers. 

Chinese refugees from the deva 
tated hinterland, in rags and half-craze 
with hunger, reached the sentry pos 
daily, and not all of them were aware 
the kowtowing regulation. The sam 
could be said of many better-situat ed 

















































¿ to their conquerors result 
g immediately clubbedor thrown to 
e ground where the Japanese kicked 
d tormented them. It became routine 
or the weaker of the victims to have the 
life kicked completelv out of him, and 
garbage wagons made regular calls at 
the Hongkew ends of the Scochow 
bridges to remove these bodies. ` 
^— One of the most detestable scenes to 
.be witnessed daily was the sight of an 
old Chinese patriarch or scholar riding 
.] innocently in his private rickshaw only 
.|. to be set upon by the Japanese, tipped | 
over backwards and kicked half to 
: death. 
. Many of the Chinese nationalist sol- 
“diers who had taken part in the brief but 
heroic Shanghai resistance hac gone 
derground, and when they saw the 
ance they surfaced to jump Japanese 
rols in Hongkew and do them as 
uch harm as they could. Whenever an 
ck on a Japanese serviceman occur- 











itizenry. Neither ever took place. The 
erillas either faded into the coun- 


onsequences. 


A Japanese army I ockade could en- 
| compass many square blocks. and it 
'ant that no civilian and no goods 
uld move either in or out. Within days 





id not cause the conquerors to relent: 
ole idea. 
oint of extermination of the citizens 


hy compassion on the part of the Impe- 
al Army. J: apanese expatriates had for 
years ownec businesses or property in 
almost every block of Hongkew, and it 
was inevitable that every blockade af- 
fected a few Japanese as well as the 
Chinese. They had their avenues to the 
army, and when they appealed the 
blockade was usually relaxed after à 
false announcement that the culprits re- 

sponsible for it had been captured. 

The Shanghai Municipal Council al- 
ways posted objections but was proved 
erless 1r. the face of the Japanese 
-On one occasion, however, the 
| governing body that should have 
d full control over Honzkew did pre- 
LA big foreign-owned | hospital with 
iny influential foreigners as in-pa- 
ts fell within the scope of a blockade 
r some drunken Japanese soldiers 
been savaged by a crowd. Doctors 


ryside or were sheltered bv their coun- - 
rymen, but the blockades were re- 
entlessly enforced regardless of the- 


weaker elements in the overcrowdéd - 
neighbourhoods. were dying. But this. 


ing the Chinese suffer was the 


No blockade was ever retained to the. 


: prevented. from feaching their Er | 


heir army immediately established | 
kade around the area where the || 
' was committed and maintained | 
ntil the guilty Chinese guerillas were | 
her captured or turned in by the || 


aught within it. But this was no: from | 


ETAP door nia 


ospital 


y a day or two for serious 


C plications to develop, and wien the 
International Settlement's foreign-lan- 
guage press launched a shrill and unified 
campaign to support the menicipal 
councils wistful routine protest, the Ja- 
panese relented. But only the kospital 
was exempted. 

In the non-treaty suburbs surround- 
ing the Settlement, the Japanese army 
turned to black-uniformed mercenary 
Chinese thugs known colloquially as the 
Ta-ta Police. 

One night while I was on duty at the 
Chine Press, the newsroom received an 
anonymous tipoff that a raid was in pro- 
gress at a big gambling joint in the Ò: ut- 





side Roads region just over the line 
marking the city limits of the Settle- 
ment. My colleague Bill Powel and I 
hurried there in ataxi and stepped past a 


a scene of tozal and | 
ruthless devastation. 

^ The establishment had evidently | 
failed or refused to pay the protection 
monev expected from it by the Japanese 
army commander responsible for the 
area, and the gunmen had burst into the 
place while it was in full plav with 
machine guns blazing. The entire floor 


"was covered in blood, and we could see 


trails along which bodies had been drag- 
ged toa back room to clear the place for 


further punitive action. And the Ta-tas 


were stil! vigorously at work with fire 
axes when the two uninvited reporters 
sauntered in. 

Our presence was not long over- 
looked, and one of the Ta-tas charged at 
us anc jabbed me with the barrel of his 
rifle; I was in pain for a week. I am cer- 


tain that if we had been Chinese we 


would have been executed. 
J One winter day in 1941, the Japanese 
army became directly rather than indi- 


rectly involved with breach of the peace 
in the International Settlement before 
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2s from. Hongkew 
allegedly in hot pursuit of Chinese of- 
fenders. The military truck roared - up a 
side street scattering rickshaws in its 
path and violating every traffic sign or 
Sikh traffic policeman it met at the in- 
tersections until it reached the junction 
of Nanking Road, then, as now, Shang- 
hai's main thoroughfare. Ignoring the 
indications of the Sikh, the truck burst 
on to the heavily travelled road, and 
crashed into a heavy Levland bus. The 
lighter vehicle sailed into the air. 
d infantrymen flew in all di- 
rections, and a number of them were 


killed outright. The officer in charge 
managed to crawl from the wreckage 


without serious injuries and was able to 
turn his pistol immediately upon the in- 
nocent Chinese bus driver. 
With half o£ ‘Shanghai as wit- 
nesses, and in broad daylight. 
on one of the world’s mo 
famous streets, the enrageu 
Japanese lieutenant drew his 
sword and prepared to. be- 
head the captured bus driver 
then and there. The terrified 
Chinese driver, however, 
wrenched himself free from 
the grip of the dazed soldiers 
holding him and fled into 
anonymity among the on- 
lookers who immediately 
raised a cheer for him. 
|| These events caused the 
greatest outcry and uproar 
ever heard from all segments 
of the city’s population. But 
. the extent of their helpless- 
“ness was to be demonstrated 
- to the entire world within the 
next few days. The now fa- 
mous incident of the Japan- 
ese army intrusion into the Settlement 
— some were calling it “The Rape ^f 
Nanking Road" — was scheduled f 
discussion at a general meeting of tla 
Shanghai Ratepayers Association. 

The meeting, attended by most 
foreign businessmen as well as a number 
of interested wealthy Chinese, was call- 
ed to order by the British chairman of 
| the Shanghai Municipal Council, the 
Honorable Anthony Keswick. Sud- 
denly, a fanatical Japanese consular of- 
ficer o. up and fired his pistol 
point blank. 

The popular Keswick, son and 
grandson of Jardine Matheson taipans, 
survived his bullet wounds and even- 
tually went to England to fully recover. 
But the Japanese madman's bullets suc- 
ceeded in killing Shanghai's will to live 
as a sovereign treaty port. and within 
months the Japanese armv completed 
the job and put an end to the century- 








old International Settlement and 
French Concession forever. 
Tom Crichton 


AUS. Armv laser device has proven to be extremely reliable in tests. The Ground/Vehicular Laser 
Locator Designator (G/VLLD), which determines distances to targets and illuminates targets for laser- 
homing weapons, achieved its goal of operating a mean time of 100 hours between failures. G/VLLD 
systems have operated for the equivalent of more than 108000 designation missions and more than 45000 
ranging and location missions for a period exceeding 600 hours. The Hughes Aircraft Company device 
can be mounted on armored vehicles or used with a ground tripod. 


The last in a series of three spacecraft for AT&T is carrying telecommunications throughout the United 
States. Telstar 3B can handle 21,600 long-distance telephone calls simultaneously or a mix of voice, 
video, and high-speed data services. It carries 24 transponder channels, which can be switched by ground 
command to various combinations of regional coverage across the continental U.S. and Hawaii, Alaska, 
or Puerto Rico. The cylindrical satellite measures 7 feet 2 inches in diameter and 22 feet 5 inches high 
and is based on the Hughes HS 376 model. It is the world’s most successful commercial communications 
satellite, with 30 spacecraft ordered to date. 


Battle management will get sophisticated new automated support when NATO’s northern region installs a 
new system containing what may be the most complex large data base ever built. The system, known as 


NEC/CCIS (Northern European Command, Command and Control Information System), will provide a 
secure network of computers and displays to support the commanders and staffs at 18 operations centers 
throughout Norway and Denmark. It will span echelons of command from squadron operations rooms 
and NATO air defense control centers to regional command headquarters. The system will gather, store, 
process, and display data to support the range of operational disciplines involved in multiservice battle 
management. Included are detailed status data on friendly units and intelligence on enemy forces. The 
system will help commanders use resources effectively and issue orders to tactical units. Hughes heads a 
team of Norwegian and Danish companies developing NEC/CCIS, which is scheduled to go into 
operation by the end of the decade. 


A new-generation mappi | sify mili ti , even at extreme ranges. 
The Advanced Synthetic Aperture Radar System (ASARS-2), designed to complement electro-optic 
sensors. is flown on a U.S. Air Force TR-1 reconnaissance aircraft and provides real-time radar imagery 
to a ground station in all weather. ASARS sees with the high resolution of an infrared sensor, but not 
from a perspective view. Instead, imagery is processed to show targets in an overhead view. One benefit 
of this approach is that a computer can more easily classify targets based on their outlines. The Air Force 
gave ASARS2 an excellent rating after strict operational performance tests. Hughes is producing the 
system under a development and production contract. 


In pioneering work with applications for space-based defense systems and the next generation of missile 
seekers, Hughes has demonstrated an advanced infrared sensor. The device is believed to be the world's 
first high-density, staring, long-wavelength infrared focal plane array (FPA). The hybrid chip, smaller 
than a fingernail, is integrated with optics and electronics to create TV-like images of a scene, even in 
total darkness. Unlike conventional infrared sensors, which mechanically scan a scene by means of 
oscillating or rotating mirrors, the FPA stares at a scene in its view at one time. It promises significant 
performance, size, weight, and cost benefits over ordinary sensors. The device was developed for the 
Defense Advanced Research Projects Agency as part of Strategic Defense Initiative efforts. 


For more information write to: P.O. Box 45068, Los Angeles, CA 90045-0068 USA 
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Australian currency $100 note. Sir Dougias Mawson, Antarctic Explorer (1882-1958). Mawson who 


r his heroic exploration of Amiarctica along with Sir Emest Sha: 
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features on the Australian $100 note is famed 


kleton, locating the South Magnetic Pole. Mawson gave his name to Australia major 


Antarctic base and also penned the polar classic ‘Tae Home of the Blizzard: Mawson was kn ghted and among many honours received the first 
David Livingstone Centenary Medal of the American Geographical Society 


Westpac helps you break the ice in the 
Western Pacific. 


If it’s anything to do with Western Pacific banking, 
come to the bank with a world of services to offer. 

Westpac, Australia’s world bank. 

Westpac is Australia’s first and most experienced 
banking and financial services group, with assets 
approaching A$50 billion anda growing, global network 
of offices in 23 countries. 

Call on Westpac for any of these international 
services. Multi-currency financing for trade and projects 
either in Australia or overseas. Foreign currency 
accounts in Australia and overseas, and investment in a 


Westpac Banking Corporation 


Bahrain 25 4792 * Beijing 500 3807 » 
jersey (0534) 7 9500 * Kuala Lumpur (03) 92 0611 * London (01) 626 450€ © Los Angeles ( 
Seoul (2) 7565066 © Singapore 533 8673 © Sydney{02) 


Chicago (312) 630 0170 è Fiji 3: 1666 * Frankfurt (069) 


wide range of international securities. Expert advice on 

foreign exchange management and hedge transactions. 
Introductions into overseas markets, and advice 

on trading practices, joint ventures and local conditions 

in foreign countries. 
Specialised information on rapidly changing 

political and economic conditions. 
And wean tailor our services in order to meet 

your company’s needs. 
So if you want to ‘break the ice’ in the Western 


Pacific, call Westpac, your world bank. 


Westpac 
Australias world bank. 


72 0781 * Hong Kong (5) 21 2191 © Houston (713) 224 0955 e karta (21) 58 8188 


213) 627 9747 * New York (212) 551 2700 è Port Moresby 214255 San Francisco (415) 986 4222 
226 3311 © Tarawa, Bairiki 241 * Tokyo (93) 5014101/4 « Wellington (04) 747 499 
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| Thenewlandscape by Cha 








t is estimated that by th year 2000 


there will be about 50 cities with popu- | 
"Third World. |.: 


lations of 15 million or more, 
more than 40 will be in th 
“Just as the icon of ther 
has dominated our con: 
last four decade 
image is going to 












shroom cloud 
iousness in the 


_ which, with all their unplan ned squalour, 
represent at least the hope of employ 


ment. “Twenty years ago [in Bombay] 


squatters were less than 400,000 in a 
population of 4.5 million. Today they 
are almost 4.5 million in a population of 
9 million. Thus while the nation has. 
grown by 50%, and the city by 10076, 
the squatters have increased more than 
1.10096." = | 

This migration is sweepin 
concept of the city as a shar] 






cles and on foot, clogging the roads in all jf 


directions." It also is a challenge of pov 


erty, of city-dwellers eking out an NEM 
existence of begging and petty crime as 1 High 


slum or pavement dwellers. 


How is this challenge to be met? Cor- | - 
rea briefly notes the patent need to | s on 
iru _ to build more 








stem, or at least reduce, the r 
to: cities through integrated 
mes of rural development 
hi$ discipline, he squarely. f ! 
problem as an architect and explores the 
options open for building human and 
humane cities of the future ' 
economic reasons, the answer does not 
lie in the creation of “garden cities,” the 









solution adopted in England following 


the upheaval of the Industrial Revolu- 


he E 






















buffalo or a goat 
Correa likens suei 
semi-urban translation of Gandh 
vision of a village India. ^ ^  . 

The government, which in India asir 
most Third World countries, con 
the “commanding heights" o 
triggering off the process | 
enable the new communities 
the "critical mass" require 
them viable, self-perpetuating: 






busier and Walter Gropius who were in- 
y Henry Ford's assembly 
n “seduced by the 
e of the mass-produced car... 
d not take into account many of 
that are essential to housing: | 
identity, participation . . =i 
. the architects sin- 










vernment re-located some o 





his new urban | bureaucratic machinery to ne 





short, pluralism . . centres, private enterprise would. 

i-| cerely believed that they were going t 
| create a more livable habitat. In actua 
| fact, in most cases what they produced 

| ess, ugly and dull." 

ea offers not prefabricatec 


tomatically follow. The enormous sav 
ings effected thanks to lower land costs 
could be used to provide worker incen 
tives such as housing and other civ 


amenities often unavailable in ci 










© the analogy of a travell 
| circus to describe the p 

played by governme 
| 20 years and generates. 


moves on.” 
_ of the rise and fall of citie 
ed Bombay, Madras, 


: cutta — and New I 


- menal growth to the- 









“capital of the country 


— 
pem 


eived by him in the 196 
relieve the growing pressures on B 
bay. Despite obvious advantage 
cluding land at less than an eigi 
of city prices) the state gove 
ment failed to take the necessar 
lead in re-channelling Bombay's huma 
overflow to the new colony, instea 
investing astronomical sums in lan 
| ion projects in the island 


wers but a basic groundwork of sug- project conc 
ions'on which it might be possible. 


imaginatively and equit- 


P» overnment appropriation of land in. 
J existing cities for low-cost housing, 
as has béentriedin seve ral countries, in- 
cluding India, has a built-in failure 
clause, according to Correa. *Expro- 
priating ~. does not always work, since 
the disparity between the: subsidised | 
price and the actual m 
tempts the poor to illegally sell their 
dwelling units and move back on to the 
pavements.” | 
Instead of self-hel 
suggests the “self-help city . . . 
kind of communi 


: For obvious: 


jic pressure eventually led to 
change in policy and New Bomb: 
whose population is expected to r 
500,000 this vear, has finally begi 
thrive. Correa notes with wry sati 
tion that his brainchild has "begur 
tract its own squatters” — a sure. 
urban arrival. eR UE 

Echoing Swami Vivekananda t 
civilised city is one which can 
traversed on foot, Correa has c 
ently and fluently argued, in wor 


arket value... 


p housing, Correa 


l ty which is quasi- | 
urban, quasi-rural; one which produces | 
densities high enough to support an 
educational system, and a bus service, 
enough for each family to keepa | 





























































and a banana tre 
ich a community t 


* 


du 


gested cities. Correa. 


which “pitches tents evel 


process of growth, | 


€ 


To buttress: his at 
ments he cites exampl: 


"The British really cre 


— out of thin air,” à 
traces Bombay's phen 


serve Bank Act of 19. 
which made it the finan 


the expense of Cal 
whose decline had e 
been set in motion. 
the imperial govern 
moved to New Delhi. 
© Correa recounts 
story of New Bomba: 
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opec according to the Owner's | 
and material means. | : 
. is another greater har- | 










Pset "| Deputy Pune Minister. 
ger of the new landscape,” creating Detuk Musa Hitam's recent sud- | 
iological cycles as in New Bombay, | den resignation from the Malaysian 
where it was estimated that the build- | cabinet — and frustrated at the media's 
, of ponds would not only provide ad- | impotence at getting at the res- 
ional jobs, but also tha: the soil dug | sons — Kukathas Das (K. Das, to most 
ut could be used to form simple sun- readers), the REVIEW's former Kuala 
dried brick." | Lumpur bureau chief, has written a 
.. Correa believes that such cycles _ Searing and scathing indictment cf 
would “create not only the economic | the Malaysian system that goes be- 
basis of communities, but of necessity | yond aa analysis of the country's “2M” 
determine their physical pattern. — | (Prime Minister Datuk Seri Maha- 
ist as today's cities have been g gener- | thir Mohamad and Musa) leadership. 
ted by. the carriage and the automo- | The book is probably the most in- 
| sightful. view of the country's for- 
tune (or misfortune) under the tutelage 
of the once liberal 2M administra- 
tion. 
-To Das, the “Musa dilemma’ isin es- 
sence a “Malaysian dilemma" : s 
















































distributed over the Third 
combination of plentiful 
ht and abundant labour could also 
tin the decentralisation of the poli- | 
power “since no one will be able.to 

lever in Delhi (or Lagos, or Sao | 
r Jakarta) and affect millions of | 
‘ight: acrossthe country.” — — | 













nly retains his party's e sai 
»^ iP póàt and is not in the cabinet. Looking 
Ti 's seminal ideas. mày seem | 
€ a utopian hybrid, à cross.of | 

an. philosophy with E. | 


whole country wants to know what the 
letter [of resignation] contained but i: 
macher's economies of scale and | remains, for all appearances an offi- 
n Toffler’s futurism. But the 56- | cially secret document . 
old, MIT-trained architect, who in 
vas awarded the Royal Gold Medal | 


ju. 


any expression of no confidence 
by one of the highest officials 
ie Royal Institute of British Ar- in the prime minister, be kept se- 
cts, has time and again given con-.|. cret?” 

oof of the elegance and innate | ^ According to Das, the main problem 
ity of his vision. His successes | Mahathir has created is a feeling of in- 
om a unique resort hote ie N 

office complexes, fr 
1 ient blocks to Goss ou 


—M 


— 
























| | Quai 


ist Bo cR. on ho w Ej 
s could fit together in more idvái- 
us ways." Presenting his argu- 
$ with a lively eclecticism that bor- | . 
_ liberally from diverse arts and. 
nees, he reveals that he has not con- | 
himself in his search to discover d 
those pieces couldbe, __ | 
ends with an anecdote of a.com- - 
who, when asked how he created 
'Orks, used the analogy : of a flash of 
ig which for. an instant illu- | 
timated the entire landscape. Compo- | 
n was the “patient re-creation of | barover the two handles. - 
iat landscape, stone by stcne, tree by | “Off to talk Mau-Mau [rebellion] 


| with H. E. [the governor]?" jested this 
the cities of the Third World | reviewer. 


vith the crisis that faces them? The | “Precisely,” was the answer. 
r,s ys f spall’ ‘may well depend í “Dressed like that?” 
her. > hav “Of course," replied Oliver with 
gentle arrogance and disappeared. 
This.was the year that author Tom 
s then in his 20s 










: Head. £12.95 (US$19). 










w — Scholar, decorated officer and 
foreign editor of The Times — stood at 
the entrance to Nairobi's New Stanley 
Hotel waiting for a taxi. He wore granny 
glasses, eld carpet sli pers, baggy, dark 
grey flannels. a twee jacket out at both 
elbows and a battered music case of the 
sort that is secured by slipping a steel 
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crucial and daunting task, "For- i 
lashes of insight should prove a | 


| | E: i a án in fo Joining. the 
: vida — Jagdish Bhatia 


at Musa's resignation, Das asks: “The 


. Indeed, car i 


^ ari ly in 1953, the late Oliver Woods | 





,Started work on | 
| rtespondént and 





de fro empire l | 


East and west t of Suez, the retreat from empire by Tom Pocock. The Bodley | 


| this semi-mystical institution v 
» where 


er for political denunciation or news of 


and it's not true until you 





security for Mas grown used to a 
burgeoning economy. “For the first 
time since independence there is a feel- 
ing that perhaps the golden days are 
over. For the first time there is a prime 
minister who seems to expend so much 
time, energy and money to concern 
himself with buil ding monuments in the 
name of national pride. And the sym- 

bols of the Mahathir era, whatever the 
arguments in favour of them may be, 
are symbols of ncn-productive extrava- 
gance." 

By resigning. Musa has, in effect; 
said, “you dont have to follow the 
leader regardless of the price. If vou 
cannot agree with him, vou must tell 
him so . ... Musa had todo what he did 
the way he did because the dreadful | 
habits we have acquired in this country _ 
of playing at politics and manipulating 
the illiterate and half-educated people 
in the countryside.” 

Resigning as a matter of principle - 
seems common enough in established 
Western democracies. but in Umno- 
dominated Malaysia, where tradition 
and feudal loyalties rule and politics is 
conducted like a shifting wayang kulit 
(shadow play), Musa’s open confronta- 
tion is a breath of fresh air in a veiled 

world of alleged corru pt n. kickbacks 
and political infighting. | ^ — 0 

Das does cauticn that Musa’ s. liberal- 
ism is a kind of “bureaucratic tolera- 
















the ethos, if not the soùl, of the Empire 
was enshrined., 

Because The Thunderer (its. nick- 

ne) carried no bylines, it seemed 
as though its writers serve | 
contributed to it. “What reverence that 
paper inspired," sighs ck, “news 
presented with such clinica letachment 


ny (wheth- 





rather than 









the first cuckoo)." 

It was also the golden age for foreign 
correspondents with vital newsworthy 
sll dpa from coloniali 













7 y i t eagues: 
“It's not news santil we hafe e published it 
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The Times." The cfficial 











| signed around a circulatio 
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attacks the 
apologists in the pres 
veals the difficulty. re 
country where editors are 
journalists powerless. — 









“reporting in a 
scared and 








D reveals the changes in him- 
‘self as he became less an ex-civil 
servant and more a journalist. Das ad- 
mits he was probably the only journalist 
who defended the ISA in print as late as 
1975: “It was, I have to admit now, a 
iaive thought but the situation was 
promising to be deadly. And 1 was being 
less of a journalist than a pamphleteer." 

But if Das was a pamphleteer for the | 
establishment view of the ISA — he. 
went on to become the most respected 
Malaysian journalist for more than a dec- 
ade before retiring — this opinionated 
book reveals a return to pamphleteering 
— but of a different colour. It is a situa- 
tion no less familiar to many journalists 
in Malaysia who tolerated the increas- 
ing repressive measures until -their 
backs were to the wall. 

Das now calls on the public tọ defend | 


raesent A Rr T RT ta ti rrt tirare 









Pocock with British soldiers in Borneo. | 


year and profit of £100,000: “Obviously 
Great Britain cannot function without a 
ted, effigient, informed 
S: LINT imes is the organ 
P. who depend upon [it] 
ral upon which to reflect 
K, act.” — 

| er vantage point to start 
the deathwatch of the British Empire — 
20 years after the coronati uc 
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out the irony of harsh 
_laws actually strengthen- 
| ingthe younger genera- 
| tion of. democrats to 
.|.ready polluted with 


“now. favours. ordinary 


‘our hands, it is neces- 


democracy and treat their leaders for | 












and tr 





and play at being bullyboys.” 
Das is not without hope for he sees in 
Musa's resignation another firm stance 
by liberalism (hopefully F 
not the last). He points 


| 
| 
| 
| 
| 
| 


ead their criticisms || 
an atmosphere: al- 





poisonous ideas. 

Too optimistically, 
though, Das at one 
point says that the tide 


men and women. "And | | 
when we exercise the | 
real power which is in 


sary not only to be polite 
but also truthful to our- 
selves." . 

« To many in Asean, 


against having t 


| Musa: ‘bureaucratic tolerationism." if 


the removal of Ferdinand Marcos inthe | 
Philippines and the return to democracy ' 
has had animpact. And even Das cannot | 


resist the comparisons: "We all know 
Musa is not a saviour, for whom we will 
run about with guns and spears and re- 
gard him like a Corazon Aquino. After 
all, Mahathir is not quite a Marcos, yet. 
But if Musa does seek power it is obvious 
there will be support for him." 


Elizabeth in 1953 it had dis- 
appeared and left behind 


and the French. Into a slim 
sandwich of 200 balanced 
¿+| pages of anecdotes and cur- 
- rent affairs he has packed 
the meat of Cyprus and 
Aden, Yemen and Brunei, 
"Borneo, Malaysia, Singa- 
| "pore, Algeria, Vietnam, 
'| Northern Ireland, India 
| and Pakistan. Three years 
after joining The Thunderer 
Pocock left that donnish 
atmosphere to join the 
crash-bang-wallop of life 
on Lord Beaverbrook’s 
Empire-boosting Daily 
| Express and then, later, its 
sister Evening Standard. | 
He was down in the sawdust of Fleet 
Street journalism with the other irreve- 
rent dailies from which The Times had 
stood apart in every sense. But he could 
watch the Royal Navy cut back to where 
it could no longer perform its main tasks 
of the previous two centuries: the de- 
fence of Britain agai 
maintenance of what the Victorians 


trier 





only a Commonwealth — 


nst invasion and the 


E 


- was once London's dockland. 














Musa's potential liberalism and sa 
that he is probably the best alternath 
He does not wish to play Confucius ad 
vising the emperor, or even Machiavell 
but he does spell out the options clearl 
when looking at Mahathir and Mus: 
"The book's brevity and pace — it wa 
written in 12-days and 
takes about three ho: 
to read — is its Vi 
weakness fer it lacks. 
profound view of the 
rapid changes in Malay- 
| sian sociéty and struc- 
ture and its impact on 
current politics, But, as 
Das himself admits, 
“there is no great 
scholarship. involved!’ 
The book is a challenge 
to the press in Malaysi 
— “not all of it, becau: 
some part of it has a 
ready freed itself 
"sheer disgust. But. 
Test 1s fin} disgra 
ful silence. The fa 
dear me, is not. in^ 
—— star journalists but 
our proprietors, that we are under pi 
sure." — — E 
And the most revealing statemen 
the country's press freedom is the 
that Das could not get a publisher 
this book — no one dared touch it. T 
he had to foot the bill himself. H 
promised a sequel to the book. It i 
doubt eagerly awaited by many. — — 
— Tan Book Ke 



















R PETER BRORLACH 


had called “The Lifeline of Empire 
In Algeria and elsewhere he nea 
lost his life but The Thunderer did 
deign to put a staff corresponden 
Algiers to cover either the Arab or 
OAS (French colons’) rebellions. - 
On the pediment of The Time 
Printing House Square itself there w 
great clock supported by sculpt 
scrolls bearing the name of the 
paper, the words “Times Past and 
ture," and above the latter, an omini 
stone scythe. But today the newspaper Is 
produced behind barbed wire at wh 
staffers call Fortress Wapping in what 


















A former Times-man from Hon: 
kong on a recent visit found his foo 
steps dogged by picketing crones fro 
the print unions shouting at him: “Hoy 
you get AIDS, hope you die of cancer. 

The newspaper, Australian-cont 
led now, is as much like the old Th 
derer as Private Eye; it is a light eigni 
which does not even boom, But 
the Empire gone and the Comm 
wealth badiy wounded by the politi 
ing of its sport, there is not much lef 
the original ethos or soul to bo 
about. ~~ Donaid! 
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'Seaward in Kuala Lumpur P " 
long-expected crisis in Malaysia's 
cial-services sector has finally 


m Zainuddin announced the sus- 
on of 23 out of Malaysia's 35 au- 
rised deposit-taking cooperatives 
d the freezing of their deposits total- 
g some M$1.4 billion (US$533.3 mil- 
). According to the Ministry of Fi- 
! (MoF), this drastic action was 
sary to protect the interests of de- 
s. Many of the cooperatives. said 
, “have reached the stage where 
y are unable, or unlikely to be able, 
meet their obligations." 
In addition, 72 directors and princi- 
al officers cf the cooperatives have 
n ordered to disclose all their assets 
ie. central bank, Bank Negara. Ma- 
a (BN) by 15 August. Initially BN 
da list containing 136 such names 
64 were deleted three days before 
deadline. Those remaining will have 
r assets frozen until a massive inves- 
igation into their cooperatives’ books 
has been completed by BN officials and 
Outside auditors from 17 private ac- 
unting firms which have been re- 
ined by the government. The direc- 
rs were also given until. 15 August to 
urrender their passports to the direc- 
or-general of immigration. | 
At a press conference — to which 
epresentatives of foreign news organi- 
ations were not invited — BN gover- 
T Datuk Jaffar Hussein said that the 
vestigation into the accounts of the 23 
-ratives would be given top prior- 
order "to preserve confidence in 
ational system as a whole — this 
an be contagious.” He revealed 
here had been a heavy and sus- 
d rate of deposit withdrawals ever 
Wand the N : 
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On 8 August, Finance Minister 


inistry of National 





and Rural Development's Cooperative 
Develepment Department conducted a 
raid cn Koperative Belia Bersatu 
(Kosatu) on 23 July. 

Kosatu was alleged to have accepted 
M$100 million in deposits without prior 
permission from the registrar-general cf 
cooperatives. Malaysian law allows all 
cooperatives to accept deposits from 
members and non-members alike, but 
they must get prior permission from the 
registrar-general of cooperatives (who 
also sets a limit on the size of total depo- 
sits), znd the membership of the 
cooperative concerned must approve 
such borrowing at an annual meetiag. 


„It is understood; however, that de- | 
spite the large scale of Kosatu's deposit- 


taking activities, BN only moved 
against it when post-dated cheques is- 
sued to depositors were dishoncurec 


and it had become clear that Kosatu was 


in danger of imminent failure. 

-Kosatu is among Malaysia’s 10 
largest cooperatives, with 72 brarches 
and 14,000 members. Its near-collapse 
last month triggered a predictable anc 
massive run on cooperatives, in which 
hundrecs of millions of dollars were 
withdrawn. Jaffar told the press that 
one of che 23 now-suspended institu- 
tions had a run of M$200 million. 


This would almost certainly nave- 


pushed the cooperative below its 2595 
liquidity-ratio requirement, as even the 
largest of the cooperatives does not 
have deposits exceeding M$700 miEion. 
Jaffar differentiated. however, between 
the investigation into Kosatu and those 
that have just been suspended. Kosatu, 
he said, was “the subject of alot of scan- 





dals". and a police report on one of the 


directors had been lodged. 


. All teld, the 35 "legal" deposit-tak- 
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ing cooperatives hold about M$4 bil- 
lion, according to BN estimates. But it is 
common knowledge in Malaysia that 
many more of the country's 3,500 
cooperatives are involved and as much 
as M$10 billion may be on deposit out- 
side the banking system. This compares 
with the M$57.3 billion private sector 
deposits with the commercial banks, fi- 
nance companies and national savings 
bank as of the end of 1985. The decision 
by BN to crack down on the coopera- 
tives may have had as much to do with 
forcing this money back into the bank- 
ing system, at the artificially low rate of 
6%, as it had to do with protecting in- 
vestors from seeking interest rates three 
times higher with the neighbourhood 
fly-by-night operator. Just recently the 
loans-to-deposits ratio of the Malaysian 
banking system rose to 99,895 , 

Both the central bank and the Mol 
have been criticised for having waited 


more than three weeks after the initial 
raid on Kosatu before suspending the 


other. 23 cooperatives. Others, how- 
ever, have pointed out that the timing 
may have been dictated by the general 
election, which was called by the Prime 
Datuk Seri — Mahathir 
Mohamad on 18 July. - 
N omination day was held on 24 July — 

one day after BN had been forced to 
move against Kosatu — and six of the 136 
directors and office bearers who had 
originally beegon the lisg of those whose 
assets were to f zeb stood as par- 
liamentary or state-as Mam: n aidates 
"ront coalition. 
One other director, VA David, is the 
for Puchong. 

Publication of the original list of 
136 affected directors and office-bear- 
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ers | set off reverberation: across "Aevi 


upper echelons of Malaysian politics. and 
business. It included such figures. as. 


‘2puty minister of finance Ng Cheng 


iat and fellow MCA heavy-weights. 
Datuk Oon Seng Lee and Datuk Choo 


Chin Hwa, who were listed as directors of 
two cooperatives, Koperatif Serbaguna 


. Malaysia. Bhd (KSM) and Koperasi 












Jayadiri Malaysia Bhd (Kojadi). 

The president of the MCA, Tan 
Koon Swan, was also on the list as a di- 
rector of Jayadiri. However, Tan issued 
a statement claiming that he had re- 
signed from that post on 28 January this 
year. Others named under the Essential 
(Protection of Depositors) Orders ap- 
pealed to BN on similar grounds. and 
several deletions were made from the 
original list. : 

In its press statement announcing the 
deletions on 12 August, however, BN 
said that those directors who had es- 
caped having their assets frozen did so 
as a result of "preliminary investiga- 
tions," suggesting that the authorities 


are satisfied that they were not involved. 


in any impropriety. 
Not only has this cleared the MCA's 


president Tan Koon Swan, but also the 
party's. deputy. Secretary- general (and. 
deputy finance minister) Ng Cheng 
MCA women's wing chairman | 


Kiat, 
and health ministry parliamentary s 
retary Teng Gaik Kwan; V 
wing secretary-general. Law Jack Yoon 
and MCA central committee member 








Wong Mook Leong. All these party of- 
ficials had been listed as directors or of- | 


fice bearers of five cooperatives which 
have very. close links to the MCA. The 
freeze on the assets of these coopera- 
tives is still in force, asit is with the other 
17 on the original. chedule. T" 

The central bank ems stated that 
further the list of direc- 
tors are expected shortly. In the mean- 
time, all eyes håve turned to two promi- 
nent MCÁ officials who are still being 
investigated, former: depu 
industry minister and M 
Datuk Kee xong W 












MCA’ women’ S. 





youth, sports and culture minister and 
MCA national organising secretary. 
Wang Choon Wing. Both these men are 
involved. with Koperasi Pembangunan 
Ekonomi Pemuda Malaysia Bhd. Ever 


if all the MCA office-bearers are even- 


tually cleared, however, the damage tc 


the party's image from this investigation 
“is likely to be severe. 


Apart from KSM, Kojadi and Pem- 
bangunan Ekonomi, the MCA is in- 
volved with Koperasi Emas Pulau 
Pinang Bhd, headed by the former 
Penang state executive counsellor Lee 
Jong Ki. Then there is Koperasi 
Wanijaya Malaysia Bhd where MCA 
women’s wing chief Teng Gaik Kwan is 


. a director as well. Only Pembangunan 


Ekonomi still has directors still under 


| investigation. 


t is also interesting to note that in 
'addition to the five of the 23. which 
have direct links to the MCA through 


| cumstances: 


their directors, a further four coopera- - 


tives were linked in news reports earlier - 


this year in March with a failed bid by 
Tan. Koon Swan to honour his forward 


contracts in Singapore through an 


obscure subsidiary of his Grand United 


Holdings called Bukit Ritan Realty. 


The.MCA’s fellow Chinese-based party - 


-in the National Front — Gerakan — 


also has an associated cooperative in- 
volved called Koperasi Rakyat, which is 
headed by its former Perak party chief, 
Datuk Hew See Tong. 

At least three publicly quoted. com- 
panies are directly affected by the BN's 
action. Foremost of these is the invest- 
ment arm of the MCA, Multi-Purpose 
Holdings (MPH), whose 41% parent is 
KSM. In addition, finance company 
Idris Hydraulics ultimate parent, 
Koperasi Bersatu, has been suspended 


along with property company Malay- 


sian Resources Corp.’s 16.5% owner, 
Koperasi Pembangunan Ekonomi Pemu- 
da, Malaysia. Lottery organiser Mag- 
num Corp. — which is 38% owned by 
MPH — may also be affected asits ticket- 
sellers’ cooperate, -Koperasi Empat 
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cooperatives forced BN to act befo 


| taking cooperatives could take effe 
| June, for instance, the governmen 


| A further 0.5% of deposits would. 


| ally to build up a compensation fund 


. Development Board is to be abolishe 
| implying that the Ministry of Nation 
| and Rural Development will still be 


expected to finish their investi, 
within a month. According to Dai 





comad the VE MEA "with de ut 
president Datuk Ling Liong Sik repor 
m as saying that the “need for B: 
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| rescue Kosatu had beer | i. e- 
| the BN SHepe ens 















for the consortium plan et 
BN. It appears that the squeez 









cently instituted reforms of the deposit 












established a central credit-con 
cooperative, Koperasi Kewalan Kr 
(KKK) to oversee the deposit-take 
acting as a kind of central bank. = 

Cooperatives with a paid- up cà 
of at least M$500,000 would join Kk 
and deposit 5% of their deposits with 



































contributed by each cooperative a 


the event of a KKK member being un 
able to meet its liabilities. | 

Further changes to the regulat 
affecting cooperatives are expect 
soon, as a direct result of the prese 
crisis. BN's Jaffar said that new rules 
deposit-taking will be "Am soor 
Many have interpreted that to mea 
that the cooperatives will come dire 
under the control of the central ba 
but Jaffar denied that the Cooperati 





volved in their regulation. l 
Meanwhile, the outside auditor | 


August announcement, a preli 
report is to be submitted to the 
"promptly, in order that further 
sions on their future can be taker 
In the event a cooperative is found 
viable, the intention is to allow 
reopen as soon as practicable . 
would urge all depositors whò 
saved with these cooperatives to b pa 
tient and exercise restraint.” © 
Although the authorities have b 
at pains to stress that the coope 
are not part of the banking s 
there have been reports of three or fo 
finance companies coming under pri 
sure from depositors SERIE: to- 
draw their money. | 
Latest reports suggest that the ; 
has been contained but there is co 
derable concern in financial circles: 
the danger is not yet over. Still un kn 
is the size of the cooperatives’ depos 
with the finance companies or the 
tent of unofficial lending by i ba 
the cooperatives. 












Nigel Holloway in Jakarta "E 
donesia's dilemma over whether to 
ake radical steps to compensate for 
slump in its oil and natural-gas re- 
nues — which account for more than 
f of export earnings and government 
'ceipts — or to hang on in the hope of a 
















Opec's 4 August decision to restrict the 
cartel's production to 16.8 million bar- 
rels per day (bpd). President Suharto’s 

dependence Day address on 16 Au- 
will provide an opportunity to ex- 
what the government strategy will 








indonesia adheres to its Opec 
à, as expected, it will involve the 
| major change in energy-output 
ort policy since December, 
ie Organisation decided to de- 
market share rather | 
‘oil price. Indonesia 
y decided to in- 
: production to capa- 
$ quickly as possible and, 
following month, began 
'e its cil exports more. 
tively to win back mar- 
^w, under the new agree- 
Indonesia is set to return 
ts October 1984 quota of 
‘million bpd by the begin- 
f next month, a sharp cut ` 
production in June, which |, 
idustry sources in Jakarta | ^ 
at 1.44 million bpd. But oil 
ysts and traders are scepti- 
at Opec, of which Indone- 
the only Asian member, 
' able to stick to the 4 Au- 
en | d 


onesian. Minister for Mines and 













1 7065 


religious implementation of the 
nent without exception" by Opec 
‘ers. The agreement lasts for only 
months (to end-October) and Saudi 
ibia says. it will not support an exten- 
on unless members adopt a permanent 
ta system. Analysts feel Opec mem- 

are likely to cheat on their quotas at 

‘tunity, 9 | 

oil-price collapse will hurt In- 
nore than any other country 
v2 Gulf. Almost 55% of govern 
venue last year, and close to 
(export revenue, came from oil 
aral gas. At mid-August levels 
0-12 a barrel on the spot market 
donesizn crude is soid on term 











gy Subroto said the cartel’s aim of - 
ng US$17-19 a barrel by the end - 
i$ year will depend on the “faithful - 


s), the economy may still not 
| enough, because it will mean 


price recovery has been heightened by 
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i'000 barréfs daily) En 


CTB 76 077 


| confidence that oil prices will indeed 
| rise above U 
the year. This 


nounced in January before the price of 


, ance will be weaker than at any time in 
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orporation 
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ertamina, the st 


licy. If Indonesia sticks to th 








that tke country's economic perform- 


the past 20 years. The election 
1987 will be far worse. i 
The World Bank predicted ir May 
that annual growth in Indonesia's gross - 
domestic -product over the next two 
| years would be less than 2% , based ona 
2176 imcrease in production of crude 
and condensates to 1.45 million bpd and 
an average export price of US$13.50 a 
barrel in 1986 and of US$17 in 1987. 
This year's target for output and price 
appears difficult to meet. During much 
of Julv, oil prices were below the 
US$10-a-barrel level. - 
' Because the oil and natural-gas in- 
dustry is net deeply integrated into the 
economy, there is a lag between an oil- 


year of 








$5 











price drop and a fali in overall output. 
The rate of decline in national income 
will heavily depend on government 
spending, which was budgeted to fail by 
7% overall to Rps 21.4 trillion (US$18.9 
billion) n the year ending in March 
1987. This figure was based on an aver- 
age oil price of US$25 a barrel for the 
period and output of 1.19 million bpd. 
Well-placed sources say that Subroto 
has privately expressed to Suharto his 
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17 a barrel by the end of 
| level is still US$8 lower 
than the assumption made in the budget 
for the fiscal year ending in March, an- 







































crude plummeted. 

Production controls may therefore 
halt the country's plans to increase eut- | 
put of crude and condensate to 1.6 mil- | 
lion bpd by the end of the year. This - 
target seemed unreachable ir 
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| sources say Caltex, the; 









quota as long as 


| Saudi Arabia does. ! | 


Exporting more oil has been far fro 
easy for Indonesia. According to the an- 
nual petroleum report by the US Em- 


| bassy in Jakarta, Pertamina's new 


monthly price-fixing system and deep 
discounts had only mixed results. In the 
first four months of this year, trading 
firms were unwilling to pay the going 
¿price for oil sold on a 30-day contract 
basis, given the wild fl ctuations of the 





price lagged behind the decline in the 
rest of the market and buyers went else- 


world oil prices firmed for a 
while, the Indonesian price 
failed to rise as far and Per- 
|  tamina faced a rush of orders it 
5 could not meet. The country 
| has been unable to claw back its 
| Share of the Japanese market 
which: was lost to cheaper 
Chinese oil. By the middle of 
last year, Indonesia’s share fell 
to 11% — from 15% in the early 
1980s — and was still at 1195 as 
of June. Thus, the new strategy 
does not seem to have succeeded. 
The countrv's production 
taps were suddenly opened and 
may soon be tightened again. In. 
contrast, the 
long-term development policy 
is unchanged. It is anxious to 
encourage oil companies to look 
for crude because Indonesia is lifting 
more oil than it is discovering. The ratio of 
proven reserves to annual output fell 
from 19.4 in 1983 to 18.2 in 1985, even 









though production last year was. the 


lowest for more than 10 years. : 
otal spending on exploration, deve- 
lopment and production by oil com- 
panies (excluding Pertamina) was flat 
last year at US$2.8 billion, compared 
with US$3.2 billion in 1983, and the 
budget for this vear is 6% below 
budgeted spending in 1985. Local press 
reports suggest that exploration and 
development expendituje is sharply 
down from last Pg oy ex 
suggest this is an exagen 


LC 









es sa 3 biggest petro- 
leum producer in IndoneXa, is spending 
about the same this yeaskas last year, 


while Diamond Shamrock aims to 


| spend US$300 million, about 5% less. 
» than in 1985. | | V eut es 






pricing po- 


where. And then in May, when: 


government's 

























level in 1981-83, while the num f 
exploration wells drilled has fallen, 
though less sharply. This is because oil- 


or calculatin 
nce Feb 


exploration firms are committed to a | fixed government schedule of prices to 


dollar-value exploration programme 
under the terms of their production 
sharing contracts (PSCs) and: because 
oil-service companies have cut. their 
margins to the bone. Expl rigs 
now cost a third of what harged © 
three years ago, and. ell-log-. 
ging firm Schlumberg orted to'| 
be cutting its prices, ` os = 
"Petroleum executives in Jakarta say 
. new investment by the industry in In- 
donesia is suffering itly less from the: 
recession than ot 






















siderable amount of 
reage as yet unexplored 
‘Suharto government has 






| mate for oil firms than many other coun- 
| tries, businessmen say. | 
"Companies were particularly en- 
 .oüraged by Union Texas’ oil find off 
the coast of north Sulawesi, now being 
delineated, which has opened mE 
up a completely new area for 
development. In December, 
Diamond Shamrock concluded 
a production-sharing contract 
to look for oil in 110,000 km? of 
land and sea south of Irian Jaya, 
the largest such area in a current 
PSC in Indonesia. Britoil had a 
stake in 12 wells drilled last 
year, all but one of which con- 
tained hydrocarbon. eund 
Pertamina has put up four. | 42. 
PSCs for tender this year andis |. 10. 
reported to be planning addi- | 8 
tional contracts in Sumatra and 
the South Java Sea. This com- 
pares with nine new PSCs sign- 
ed from 1983-85, and reflects a 
| new effort to stimulate explora- 
| tion. Executives say that the 
sonus, paid to Pertamina when | | 
. à PSC is signed, is tiny compared 
| with a few years ago. However, de- | 
spite these few bullish signs, Indonesia 
will find it hard to entice many firms 
. to invest in the industry at current 
. prices. Only three contracts signed since 
. March 1975 have been granted commer- — 
ciality (permission to enter produc- 
tion). rr X 
Oil executives have been. encour- 
aged, though, by the case of Gulf’s field. 
near the Natuna Islands north of 
Sarawak, where the government agreed 
. to a proposal by the company that the. 
. firm would reclaim only a portion of the 
sunk costs on tion began and 
/ imdt finst tax if oil re- 
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ourable for smaller fiel 
million barrels of rec 
he Indonesian Gov: 







to recover costs. 


 (miltiori tonnes oil equivalent) 


spot prices had moved so far below offi- 

cial prices that the agreed profit split of 

85% to the government and 15% to the 
company had moved to 90:10. 
. Before profits are calculated, “cost- | 
"oil" must be allocated to the contractors 
‘in’ compensation for allowable ex- 
penses, and cost-oil equals expenses di- 
‘vided by the prevailing price of crude. - 


Thus, a halving of the oil price in effect 
doubles the amount of crude allocated 


A output prices are falling, 
FA the oil companies are still making 
substantial profits. Caltex, a joint ven- 
ture of Chevron and Texaco, accounts 


for half of Indonesia's oil production at 


a cost of about US$2 a barrel. Salomon. 


Bros estimates that, in 1984, Texaco 
. derived a third of its worldwide profits 








and Chevron a quarter from their In- 
donesian operations. Mobil, the coun- 
try's biggest natural-gas producer, re- 
ceived 40% of total after-tax profits 
from Indonesia last year. i 
The oil glut is not the only reason the 


- government has become more flexible 


in its relations with foreign petroleum 


companies. Pertamina has also become 
more responsive following improve- 


ments made in management since Maj.- 


Gen. Abdul Rachman Ramly was ap- 
pointed president-director in June 1984. 


Four of the seven directors were re- 


managers. Oil firms say that the time 
taken to process PSC applications and 
work programmes has shortened 


the speed of the State Secretariat). But 


. Anatural alternative: page 54 










| annual report is long ove 
pany which Fortune m 
| estimated to be the 35th- 
-ration outside the US, with: 
1984 of US$11.6 billion an 
of US$617 million. The firsts 





Source: British Petroleum. Ei 


| placed in April by senior Pertamina 


| slightly (though much still depends on 





still has a long 


weight of its foreign. 


| emerging over the next 12 months. - 
. . The official figures will give some 


| 


| marketing affiliates. 








. price cuts over the course of th 


country’s export earnings fron 
petroleum sector by about USS2 bill 


| the level forecast by Petronas, € 


. | consumption figure remains. stai 
around 80,000 bpd — would re 
, petroleum-export earnings to 
| 60% of last year's level. 
























One sign of ir 
state firm will publi 
later this month for 
the company almost 
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The international acc 
Waterhouse have been 
books in order. The p 


to be published will be for the 


dication of how well Pertamina is rui 
but nobody expects these reports to 
lationship between Pertamina and 


» Nick Seaward writes from Kuala L 
pur: The decision by non-Opec met 
Malaysia to support the red 
tion in output with a 1076 
its own production came as 
surprise. The government 
said on several previous oc 
sions that it would support 
Opec scheme to restore pri 
to their former levels — 
vided the cartel could come 
with a workable scheme. T: 
Sri Mohar Badiozaman, ` 
_ chairman and chief executiv 
B the state oil company, . 
| ronas, said that the cut of 51, 
bpd would be implemented ir 
mediately. "LE 
Mohar predicted that. 
É new ceilings on produ 
~e B should see an increase in. 
85 E Liavsian crude price up to 
Malaysian crude price upt 
- US$14-a-barrel mark. Last 
|... the average price of Mala 
crude was US$27.60 a barrel at a 
duction rate of 430,000 bpd 

















ave seen the price come dow 














crease in production to 510,000 bpd thi 
year. M 

. If the production cutback succeeds 
pushing Malaysian crude price 





















earnings should benefit by an 
—US$140 million during the remaind 
- this year, despite the lower outpu 
| ronas, however, hopes that Ope 
| tion will help push the Malaysian 
price up to around US$17 a ba 
' which — assuming that the dor 


* te 


tab! 
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Oil and LNG 
Oil 
LNG 









A natural alt 


rand exporter of liquefied natu- 
is (LNG) and will soon be the sec- 
-argest producer and exporter of 
efied petroleum gas (LPG) once de- 

es to Japan — under a recent 

ent — begin in 1988. The expan- 
| natural-gas industry has 

ly boosted its share of total 
al exports from 10.5% in 1977-78 
years ago, LNG exports were 
495 of the size of oil receipts; last 
natural-gas exports totalled 
A billion, equal to 39% of those of 
The relative size of Indonesia's two 
exports will change markedly in 
ur of natural gas this year because 
fall in oil prices, to which LNG 





s by a smaller amount. 

The exact size of the reduction will 

iid on negotiations which resumed 

11 August in Tokyo between the two 
i groups of Japanese buyers 

ies and industrial consumers) and 

natural-gas suppliers, led by Per- 


n. Discussions have been going on 
February and industry sources say 
; hope to finalise the deal by the end 
september. Natural-gas prices are 


donesia's GSP for crude oil and to a 
a allowing for currency fluctua- 
ions. Unit values actually increased by 
0% last year because of the fall in the 


The GSP average was set at 
327.46 a barrel at the beginning of 
year and, since the Directorate- 
abof Oil and Gas has not lowered 
sre it remains; However, the in- 








ch and to US$20 in May. The Ja- 
se have disputed these figures since 

ary, but have still paid up, while 
g for negotiations to finish. As 
S natural-gas producer put it: 





is arë tied, will cut natural-gas ex- 


a’s director of processing, Jopie 


ed to both an arithmetic average of | 


d price was cut to US$21.98 in 


cash flow 1s fine, but habilities are | 


Non-hydrocarbon - 


rnative 
as is increasingly crucial to Indonesia's economy 


ssia is the world's largest pro- | 


1985-86 
actual 


high, but it is unwilling to let prices fail 
to spot-oil market equivalents. It argues 
that the LNG contracts are long-term 


agreements backed by billions of dollars | 


| of investments and so the product price 


should not follow the vagaries of the œl 


market. The discussions are therefore 





concerned with establishing an appro- 


priate price formula for the natural gas 


and then working out how to pay off the 


difference between the agreed price and | 


the officially set price since the dispute 
began. There are a number of wavs the 
Japanese buvers could be compensated, 
suchas repaying them in kind by supply- 
ing more LNG in the future. 

The prospective price of 14.7 million 
tonnes a year of LNG to Japan is not the 


only item at stake. Indonesia is due to | 
begin supplying South Korea with 2 mil- | 


lion tornes a year from December and, 


.as so often is the case. the South Ko- 
 reans will be modelling their own price | 
-on that of the Japanese. Pertamina was | 
meant to have shipped a consignment of | 


natural gas to test the South Korean 


plant in June, but this has been delayed | 


by the cispute with the Japanese. 


| ndonesia is committed to increasing 


capacity to 18.8 million tonnes a vear, 


and to take care of most of the remain- 
ing potential output, expects to sign a 
contract with Taiwan to supply 1.5 mil- 
lion tonaes a year from a fifth LNG train 
at Bontang in East Kalimantan. But 
this, again, is dependent on an agree- 


ment with Japan. 


Indonesia has huge untapped natu- 
ral-gas -eserves which it is more than 
keen to develop — if only it could find 


big enough buyers abroad or at home to - 


justify the capital cost of bringing the 
gas on stream. 2 

^. With markets abroad nearly as satu- 
rated with natural gas as they are with 
oil, the prospect of finding foreign 


buyers in the foreseeable future is close | 


to nil. Domestically, much of the ratu- 


ral gas is located remote from any possi- 


ble consumers. 


The domestic-market potential is 





oil rates. 





compani mt ing the develop- 
ment of what they have found. Neither 


have faltered on the main problems af- 
-fecting all such discoveries: the con- 
sumer, an unbuilt ammonia plant, will 
be hundreds of kilometers away, and In- 
donesia cannot finance the plant itself. 
And yet the standard natural gas price is 
too low to encourage BP to build the 
| pipeline itself. 
mE The largest of the undeveloped natu- 
| ral-gas fields is Exxon's and Conoco's 
field near the Natuna Islands north of 
Sarawak, which contain more than 40 
trillion ft? of natural gas. The two firms 
| have studied the idea of piping the gas to 
| central Sumatra for use at Caltex’ Duri 
| steam flood secondary recovery projec — 
| and also supplying the fuel to Singa 
pore. But Singapore is already planning 
to buy large amounts of natural gas from 
Malavsia. | | 
. Atlantic Richfield is discussing with 
Pertamina a plan to produce natural gas 
| from its Pegerungan offshore field north 
| of Bali, with the fuel te be delivered to 
| the industrial centre of Surabaya in East 
| Java. If this scheme is agreed to, 
Pegerungan would become the, biggest 
| supplier to the Indonesian market. De- 
| spite the problems of distributing the 
| fuel to potential users, mostly the con- 
| struction of expensive pipelines. the 
| government is keen to encourage lo- 
| cal use to cut domestic oi! consump- 
| tion. 
| Kerosene users have been offered 
| LPG instead, but total Indonesian con- 
| sumption remains small (146,000 tonnes 
| last year, less than a quarter of the 
| amount that was exported}. A study by 
| the World Bank and the Energy Minis- 
| try suggested that domestic LPG de- 
mand could increase to nearly 400,000 
| tonnes a year by 1990. 
Pertamina is alsa considering the 
| idea of condensing, under high pressure 
| the natural gas that is currently burned 
| off as a by-product of oil production. 
| Almost 8% of total associated gas pro- 
| duction is lost in this way. One possibil- 
| ity is to pipe the associated gas from the 
| Pasir Jadi oil field in West Java to one of 
| Jakarta's power stations. - 
i An alternative is to encourage users 
| of motor vehicles in the capital to burn 
| condensed natural gas or LPG rather 
| than petrol and diesel. Conversion kits 
| plus labour wed cost fU55700-1,000. 
| Pertamina, whic > | aes 
| project with a Jakarta ta. 
| year, reckons the LPG 
| about half the equivaleat pil price to en- 
tice drivers to use LPG. So far, LPG 
| prices have not been competitive with 
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Someday all cameras will be like the Minolta 7000. MINOLTA 


The Minolta 7000 has changed SLR photography forever with an astonishing standard of technical 
innovation. It gives you Minolta's Hi-Tech autofocus with computer controlled accuracy, so fast and precise 
that it becomes an extension of your eye, even in flash photography. Automatic Multi-Program Selection 
so intelligent that it automatically makes all exposure decisions and settings for you, even selecting the 
right program for the Minolta AF lens you're using. Fully automaiic film control that ends film loading, 
winding and rewinding worries. Touch control operation that assures quick, precise settings for all camera 
functions. And the world's widest array of AF lenses, from 24mm to 600mm. All in all, the Minolta 7000 lets 
you capture the split-second experiences of life as they happen, instantly, The HiJech Autofocus SLR 
accurately and exactly the way you see them. Someday all cameras will 


be like the Minolta 7000. But for now, this is the one to own ü d $ 








For centuries, the desert 
has nurtured our spirit 
of trust and dependability. 


Today, with our vast land 
in the forefront of development 
and progress, this spirit ts more 
evident than ever. 
Appreciate our trustworthiness 
by sending your cargo with 
Saudia. 


CARGO 
SOuUcIC The spirit is alive 
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: bé Pys — and it pauci cannot at 


the level of the past 18 eren in Auck- | 


land. SUE there i is an | unde 


tion) and the business centre. 


sustained pace for the best part of a 
decade. And even in smaller centres like 
the third city, Christchurch, there is a 
renewed spurt of building. 
Partly, the boom is the product of an 
economic upswing in 1984 and 1985, 
hen the economy grew around 10%. 
. artly, it is because. ‘deregulation of the 
finance sector and a round of takeovers 
and mergers has created demand for 
new and more prestigious accommoda- 
tion for head offices. 


Building has also been stimulated by Í 


a desire to complete buildings before a 
goods and services tax, to be introduced 
on 1 October, imposes a new 10% tax 
on building materials. Builders are keen 
to get projects started before local elee- 
tions due in October on a revised repre- 
sentation system which improves the 
prospects for the Labour Party, thought 


by some developers. to be less favoura- l 


ble. 


Auckland, after a few relatively low. i 
key years, is the scene of most activity. | 
In the past 18 months, more commercial | 
office space was built than in the previ- || 
ous 100 years. The construction rate has | 


been twice that normally seen in Syd- 


ney, which is four times larger. The || 
nount under construction in Auck- | 


nd's central business district (CBD) 
arlier this year was estimated at 
SQ000 m? — compared with an aver- 
al take-up of about 30,000 m2. 
Many say the rate of building cannot 
be sastained. But Auckland property 






consultant. David Keys has estimated | 


that by 1990, there will be an undersup- 
ply of 53,487 m2 in the city. He predicts 
that space will get tight starting in 1988, 
after present development is taken up. 
Auckland's development has been 
partly driven by the financial sector's 


New Zealand experiences ac commercial- -building boom 


iu city ‘oth ane: 800.0 000 popula- | 
Wel- 
lington, however, hasbeen building at a 


——— —P 


expansion following deregulation in 


1984. Lawyers, accountants, brokers, 
bankers and a new breed of financiers 
and investors have increased rapidly in 
number, as financial ‘services have di- 
versified. This has added to pressure. 


develc opment rise. In addition, it is the 


ly rising demand for offices for 


** 












of government and there is a. 






The other "advantage" is 


ellington, too, has seen property | 


mostly unimaginative, office blocks, 


observed. For a decade, the CBD has : 


| 252,470 m? of commercial city-centre 


_Surge. The construction level is the | 





that it lies directly on the major earth- 

quake fault line which runs the length of 
the country. Under regulations stimu- 
lated by the disastrous Napier earth- 

quake in 1931, buildings have been 
reaching the end of their legally permit- - 
ted life from the 1970s onwards. Some . 
have been retrofitted, preserving small | 
pockets of colonial architecture. But | 
most have been replaced by high-rise, 
















giving the central city the look of “any 
Third World capital,” as one cynic has - 


been studded with construction cranes | 
as the old buildings were knocked down | 
and new ones put up. | 

That sort of. work continues. Romë | 


NZ$1 billion (US$515.5 million) is cur- | 





for city-centre construction: over spilling. 


rently being poured into 50 major com- 
mercial buildings. Statistics for Wel- 
lington to 31 March showed that 


development was under construction, 
158,654 m2 of that office Space. On 18 
July, plans for a 96,000 m2 complex, the 
biggest to date in New Zealand, were 
announced. And development is begin- 
ning to spread beyond the CBD into ad- 
jacent secondary or  light-industrial 
areas. In just one area comprising four 


hristchurch, the main city in the 
y South Island and for long a quiet 
city with little development, is also in 
the middle of a commercial-building up- 


| the international ga 


Japan's Kumagai Gumi is buil 
. NZ$63 million resort at Lake Taw 
the centre of the North Island, a 


. US team to build a resort compl 


of 60% in two years in Christchurch. In. 


bd goes for NZ$20/m? a month ar 


|a subsidiary 


| ond-biggest company; Mainzeal, and : 
|. Wilkins and Davies. - : 


. ling the boom are financial institutions 
| Prominent among them have been Aus 
| tralian-based insurance giants AMP and 
|. Colonial Mutual Life, merchant banker. 
. Fay Richwhite and the Bank of New 
|. Zealand and NBNZ. Yet a 
| group. which is also financing the boo: 
streets on the fringe of the CBD, 44,000 | 

m2 of office space is under construction. | 





value. Funding appears mainly to 














land ski and mountain resorts. 
New Zealand is enjoying a tou 
boom — causing a shortage of hi 
















New Zealand group is working w 





worth some NZ$600 million ` neat à 
Queenstown in the skiing region... 

The development boom has pushed : 
pues up — by, forexample, an average. 


Wellington, which is on a narrow str 
of land hemmed in by steep hills simila 
to Hongkong, there is a scramble for the 
remaining choice sites. Rents have ber 
rising, too. Prime space in Wellingt 








erty analysts expect this to risi 
NZ539- 40 by 1991. Wellington re 
ee lag slightly behind Auckl 
where prime office space is being let 
up to NZ$22/m? a month — predicte 
by analysts to reach NZ$40/m* by 1991. 
Several new  high-qualit 
buildings are being planned 
notably a 94,000 m2 complex f. 
the head offices of NZI Corp.; : 
building for merchant ban 
Fay Richwhite and a new N 
tional Bank of New Zealai 
(NBNZ) building. | 
Demand has often bee 
strong enough for developers tc 
be able to let space well befor 
completion date. Figures 
June showed that 80.65% © 
Wellington and 83.17% of Auc 
land developments under co 
struction were already fully let. 
Among the more active cot 
yanies are Renouf Propet 
Developments (an offshoot — 
the merchant-banking firm R 
nouf Corp.) and Realty Dev 
lopment Corp., a subsidiary- 
NZI Corp. A second group o 
developers/contractors is- al 
involved. They include Fletche 
Development and Construction, 
of the conglomerate. 
Fletcher Challenge, the country's sec- 

























































The third group of companies tael 


fourth: 


are the straight property-investme 
companies — such as Landmark Corp 

Since the office-space explosion h 
meant boom times for developers, th 
share prices have appreciated drama 
cally in many cases, as has total as: 


coming from offshore. 






By Anthony Rowley and Paul Ensor in Seoul 


m South Korea's basic 
| economic indicators 
gare looking good 
again. The trade bal- 
ance will be in surplus 


















| time in more than 20 
d years and the current- 












'7.-Gross national product growth is 
y to be in double digits for the first 


allen to around a 20th of the levels 
ie. beginning of the decade. All 
bi — Fa not all is a 










gip many rof South Korea: 8 largest 
truction and shipbuilding com- 
H s i peany went ousi last year, along 
















were forced to support them. The 
'n of payments surpluses may well 
ide a new sense of security to 
sign baaks which lend liberally to 
it Korea. Equally HOM it seems 


sin the financial system. 
he problem is that for all the lip ser- 


institutions in South Korea, the 





and ecoromy. The economic record 
this “megaphone society,” as some 
bit, has seen good overall in terms of 
wth, albeit financed at a heavy cost. 
t the official zeal to dictate some- 
mes ill-advised investment policies has 
i in some cases to a waste of resources 
id has kept South Korea running fast 
n exports simply in order to stand still 
! servicing its foreign debt. 
The government is currently work- 
ng out a programme for future debt 
growth | in. the light of the dramatically 






















‘tion, but Finance Minister Chung In 
Yong told the REVIEW that there would 
_be no dramatic change in the country’s 






South Korea will seek to build up its 
Overseas assets instead. 

The contrast with Taiwan. which is 
ually uaborrowed and has foreign- 
hange reserves nearly 10 times as big 
outh Korea's, is not lost'on South 
reans, even if Taiwan does have prob- 
s of its own (REVIEW, 15 May). The 
iparisor is becoming all the more rel- 
nt now that South Korea Bas reach- 



















this year for the first | 


: € paid co liberalisation of markets - 


rnmert still likes to operate a com- | 


improving balance-of-payments situa- 


overall level of foreign debt, and that E 


| nal i a- S D hts for forei ners: age 96 
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cade ago, and now that high inflation 
has given way to a high level of saving. 

Ali this allows the government mcre 
room for manoeuvre on its exchange- 
rate policy, which has been used oftenin 
the past to restore export competitive- 
ness lost through rising costs — to the 
point where Chung is termed the 
“father of dirty floating.” The question 
is whether the government wel fully 
grasp the opportunities offered by these 
virtuous developments, while the 
“three lows” — oil prices, international 
interest rates and the low won (relative 
to the yen) — persist. 

This applies as much to the develop- 
ment of financial policies as to industrial | 
policies. As the principal allocator of | 
funds (through the banking system) in 
the past, the government has also been 
the principal arbiter of investment deci- 
sions. If thé now-liberal savings within 
the South Korean system are to be chan- 
nelied efficiently to entrepreneurs and | 
markets best able to make use of them, 
the capital markets will have to be freed 
up considerably. 

scuth Korea's Deputy Prime Miris- 
ter and m economic adviser Kim | 


Mahn Je acknowledged recently to the 
REVIEW that “we have reached a level 
of savings which has great implications 
for the development of our capital mar- 
kets.” But that implies that the com- 
mand economy must become more sub- 
servient to market signals. 


evelopment financed by bank loans 

has always been the other side of 
the coin of South Korea’s command 
| economy, and giving up the habit of 
lending money to gain qui ults wi 
have to mean a weakening of the line of. 
command from the government to tl 
private sector. Although the logic 
freer capital markets may be unassaila- 
ble even to the technocrats who are now 
in command, less logical political and 
cultural reasons for holding onto con- 
trol remain. 

South Korean bureaucrats are re- 
garded by a frequently critical and im- 
patient public as holding full responsi- 
bility for the performance of the econ- 
omy. In a country where public political 
debate is constrained, debate on econo- - 
mic matters is remarkab / free, and the 
piece to acheive quick results, as well 


_ GNP GROWTH 
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Payments surplus: page 62 
Even deeper in debt: page 65 
 Privatised banks: page 66 






























was labelled the “ ter bosk pied ou 
a business community b oca of 


debt as a step in the direc 
nancial markets. 





setting back somewhat. he pace of re- 
form. In recent times, a number of rela- 
tively high-yielding new savings vehicles 
have been permitted to various institu- 
tions, partly in order to mop up liquidity 
which would otherwise cause inflation 
and partly to help draw money out of 
the unofficial (and crash-prone) kerb 
market. Liberalised interest rates in this 
sector naturally put the rates of the reg- 
ated (even though nominally priva- 
^ed) commercial banks in the shade, 
and equally naturally, money flowed 
swiftly into the new instruments. 
Instead of going further down the 
liberalisation road and freeing up com- 
mercial-bank interestrates too, the gov- 


ernment deemed that interest rates in | 


the relatively unregulated sector of 
South Korea’s financial markets had 
become “too high.” To counter this, 
money was funnelled back to the bank- 
ing sector through the official discount 
window so that the commercial banks 
could Ep naudin lost to new sav- 
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launching their own money market-type - 
funds too). The banks were then able to 
woo back with cheap loans corporate 
customers flirting with funding through 
non-bank institutions and through in- 
struments like debenture issues. 
There:is another factor behind the 
government’s caution. The modestly 
capitalised — relative to their loan expo- 
sure — commercial banks in South Korea 
have been burdened with heavy loans to 
the troubled construction and shipbuild- 
ing sectors. According to Kim, South 
Korean firms still have some US$20 bil- 


lion of construction contracts outstand- | 
ing in the Middle East and contract de- _ 
| modelled financial 


faults have meant losses of “US$300- 
400 million" for some companies. 


outh Korean banks have guaranteed : 
the borrowings, including foreign 


debt, of these construction companies - 
and the government cannot allow the - 


companies to drag banks down. Even 


erate last year (REVIEW, 22 Aug. '85). 


the decision to place it under the man- | 


agement of the Korea First Bank was | 


seen as another example of "Korea 


at work. 
A real collapse might damage ir- 
reparably the image of Korea Inc. on 


Inc.” 


which the foreign banks rely. And 
Korea Inc. in turn relies on the foreign | 
banks. By herding corporate borrow- : 
into the commercial-bank | 
corral, the government hopes too that | 


ers back 
the banks will acquire new assets, 


of bad loans they currently have on 
their books. 

B All this may salvage the position 
| of the banks and help reassure 
South Korea’s numerous overseas 
creditors. But if anything, it is 
likely to exacerbate the over-lever- 
| aged financial position of the South 
| Korean corporate sector. lroni- 
|^ cally, this is happening at a time 
when foreign fund managers are 
very eager to get into the now- 
booming South Korean stockmar- 
ket (REVIEW, 26 June). 

The government's caution over 
opening the stockmarket to direct 
foreign investment contrasts 
strangely with its dependence on 
foreign banks — and of course 
helps maintain the banking system 
as the principal conduit of funds 
and transmitter of official policy 









sidual distrust of the stockmarket 
among South Korean bureaucrats, 
the moves to bolster the position of 
the banks could set back what many 
see as a needed process of institu- 
tional development and capital- 


command economy appears to 
have prevai 





1 h Korea. A 


which will in time submerge the raft | 
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| to fund and grant consumer loans, i 


| development. While the gover 


national product growth — and tha 


signals. Coupled with the strong re- | 


market liberalisation. So far, the | 


iled over the market | 





| ously right. ` 
headed back oubk 
| growth in 1986 — asis Taiwan- 


g | . cause we are growing so rapidly,” 
after the collapse of the Kukje conglom- : iot 


; fact have gone bust by now 


serves, but also the relative: 


surance companies, for instance, are à 


for. 
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towards. 


one would claim that their Japa 
institutions 
been the most efficient. intern 
ries for allocating funds to the ec 
my. "NN 
Neither does Kim. He cheeril 
mits that “the only reason why 

Korea is not busting [financially] i 





that "if our financial savings wer 
creasing so fast, our financial: 
tions would be in trouble." A num 
South Korea's leading banks wo 








weight of heavy loaris to trouble 
struction and shipbuilding compai 
had it not been for strong gi 
support. These banks are no 
need of recapitalisation. 
Mirroring the over-lent | 
the South Korean commercial 
the over-borrowed position o 
porate sector, whose highly leve 
balance-sheets reflect not just th 
row operating margins. which h 
cluded their building substanti 


a» 





long-term equity finance in- 
Korea. (Another factor is that 
South Korean industrial concerns h 














absence of specialist institutions t 
so.) This is where South Kore. 
rently faces à crunch in its fi 















has tried to foster the short-term me 
market and other financial institutio 
it is vacillating over how far and how fa 
to allow the stockmarket to develop. - | 

Kim admits that South Korea's rate 
of financial saving has reached “explo- 
sive" levels — nearly twice that of gross 


























has “great implications for the devel 
ment of our capital markets.” The swi 
back into surplus on the current acco 
seems likely to speed the flow of funds 
into investment trusts and insurance com- 
panies: the volume of funds going that 
way has increased recently at an annual 
rate of 40-50%. The trouble is that little 
of these institutions’ money goes into 
the tightly controlled stockmarket. In- 


























major direct lender to the corporate sec- 







Meanwhile, official policies.: 

















Fi investors and fund mar gers a 
have become fixated in. October T 48004 
1987 — the month when the convertible 














bonds (CBs) issued in May by Samsung pe | 

Electronics Co. (and in June by | sw. 

Daewoo Heavy Industries) : become |»  . 

eligible for conversion into ordinary — 9" ^ s6 ^ si 

shares of the wo companies. CB.hold- ESS Bond [__] Stock 


























cers reason that if they are then free to 
hold the shares of. Samsung and 
Daewoo, along with those of numerous 
other South Korean companies expect- 
ed to issue CBs, then logically, they 
must be free to hold and trade in the 
shares of other South Korean com- 
panies. [In other words. they will be free 


to enter the South Korean ‘stockmarket 
directly — rather than at arm’s length 
through special funds for foreigners. 

Zut g government officials, and even 
pecple like Finance Minister Chung In 
Yong, insist that they cannot commit 
South Korea to a major market- -opening 


NTERVIEWCHUNGIN IN YONG 






South Korea's swing | 
J into surplus on its | 
baiance of payments 
has far-reaching im- 











plications for the 
country’s | economic 
management, as Fi- 











nance Minister Chung 
In Wenn: told the REVIEW’s business 
editor ipea Rowley during a recent - 
interview in Seoul. Chung discussed 
south Koren s attitude towards foreign 
sbt, and towards the cpening up ef its 
‘apital markets to outside investment. | 
The following are excerpts from their 

scussion: 








































This year, South Korea should enjoy a | "mt 
urrenf-account surplus for — the Chung In Yong. 
rst time since 1977. What is the likely —— HH SEC CES 













re of that surplus and how long deyou | money supply and around 1-2% infla- 
ect it to persist? | . tion. which was based on 7% growth in 
're will be a surplus this year cer- | the economy and more or less i) a] bal- 


tainly, and probably next year, too. Ini- 
| tally, we expected the current account 
» fo.more or less balance this year. Our 
first revision: went up to around Won 
| 500 millior and now it seems likely to be 
far more than that — probably Won 700 
ilhon or more. On the visible-trade ac- 
unt, the surplus will be more than 
n1 -4 billion. 


 ancein the payments position. These as- 
sumptions all change under present cir- 
cumstances. [GNP growth is now seen 
as likely to reach 9-10% this year and 
consamer prices to rise by 1-275, while 
wholesale prices may decline by a like 
margin.| We are going to float an addi- 
tione! Won 1 trillion of [monetary] 
-stabiiisation bonds this year so that we 
do net need to resort to too much direct 
intervention and credit controls. 
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| hese surpluses do continue, this pre- 
iably has important implications for | 
number of policies — money supply, 
or instance, and inflation. 

Certainly we must try to neutralise as 
uch of the surplus as possible, buti itis 








If the balance of payments does remain 
| in surplus, do you foresee South Korea 
reducing its foreign borrowings substan- 
| | tially, /; or will it be the policy to maintain - 
E 'ughly the present level of borrowing 
; uild up reserves? 
















t of. 12-14% 
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| [will be in the form o 
ments including long- 





etr are e jually re. 
disclose. Querie by th: 








d REVIEW on this issue, one senior Fr 


nance Ministry official insisted that al 
lowing foreigners tc convert bonds inte 
ordinary shares was a “different matter” 
from opening the market to direct in- 
vestment by foreigners. Pressed on how 
the inconsistency could be reconciled. 
he admitted that it could not be, adding: 
“We have not finalised what will happes 
yet." 

— This will come as news to foreign in- 
vestment banks, which are taking the 
1987 deadline as read. One such, In. 
dosuez Asia, plainly declares in litera- 
ture on South Korea that “direct trading 
in [South] Korean. equities will be al- 
lowed by late 1987.” This is a firm anc 
generalised expectation among the 
foreign investment community. Gov- 


Our short-term borrow 
amounted before to some US$14 . 
lon. Now [these have] come down tc 
around the US$10 billion level. Consid- 
ering the size of our two-way trade — 
roughly US$60 billion plus a substantia 
amount of invisible-trade transaction: 
— this [US$10 billion] is about rock- 
bottom. 


And longer-term borrowings . . . ? 
Some [domestic] borrowers woulc 
hike to make prep ayment of costly 
[loans] they borrowed in the past. Oi 
course we are not in a position to le! 
them pay back all the money. We would 





like to have some reasonable guideline 
so that both sides — borrowers and lend- 


ers — could be kept happy. We will re- 
main in the market as a regular bor- 


| rower of substantial amounts, “but there 


will be no more sharp increases in gross 


| borrowing and the net outstanding will 
soon begin to decrease. [Chong indi- 


cated that total debt outstanding 
been scheduled to rise from US$46 _ 
lion to US$48 billion by the end of set 
year, but now the increase migifi: 
somewhat less.] 





With the build-up of South Korea's 
foreign (manufacturin z and financial) 
assets, how do you expect the country's 
net external position to develop? 

Our total foreign assets are at pre- 
sent around US$12 billion. So we are 
still a large net debtor. We are not ex- 
pecting to reduce our total debt out- 
standing too sharply in a short period of 
time; instead, we are going to increase 





| our foreign assets. In that way, we shall 
| reduce the gap 
| liabilities so that the net outstanding will 


between assets and 


this increase 
inancial invest- 
m export cred- 
investment by 
es] incorporat- 


be less and less. Mostlv, 












its and some OVÉTSEZ 











| pa 
table set out. several & i 
REVIEW, 5 Jan. '84),. which. envi g 
complete liberalisation of the stockmar- 
ket at some undefined time in.the:1990. 
(Some of the CB issues do. carry a 






just in case the governmei ee 
mind Boon Topeng up the 


ATA 
d ie REVIEW 
*Our goal for liberalisation is clear. We 
want to stabilise and develop the stock- 
market." That statement reflects pretty 
accurately the order of priorities, as the 
essentially cautio 





grow, but in a highly controlled manner. 
The trouble is that the growth of the 


re you. roughly happy with the present | 
el of South Korea’s foreign-exchange | 
2.7 billion or around |. 






anyway. 


How will the advent of surpluses on the | 


balance of payments affect South 
‘Korea’s plans to open up its capital mar- 
kets? If you are going to run a surplus on 












. quirement for. foreign Bl 
the same extent as when the account 
was in deficit? n 


We still need foreign capital in cer- | 
tain areas, especially those related to | 


transfer of technology. We want to open 


-up and liberalise the South Korean [cap-. 
.dtal| market and participate in al 


orldwide market network, 





policy? Again, this is some- 
which is affected by the change 
from deticit to surplus i in the current ac- 
count. 
Foreign- -exchange transactions ac- 
companying trade and invisible transac- 
tions are already more than 90% fau- 
tomatically approved] subject to the 
validation of the banking network to see 
whether it is a valid transaction. Many 
parts of [our] capital transactions will 
also be liberalised. We are not yet ready 
to [allow] portfolio inv estment by pri- 
; vate investors, but so far as banking and 
+ those areas related to business over- 
seas [are concerned], they are free to 
make their own choice of investment in 
overseas markets. These [transactions] 
are open but not yet free. T 
subject to screening and 
and some day [they will be 
free]. i 


camen 














us bureaucracy sees 
them: allowing: the securities market to 


XT re Wl ll be} a somewhat modest 
Anetease in reserves. When things are} 
looking rosy, we need not worry much 
¿about the level of foreign. EA Rang T 


i: your current account in future, does | 
| that you will not have a re- | 
uity capital to | 





hat. about | foreign-exchange con- 


They are : 









There i isa great deal of foreign interest 
now in investing in. the South Korean 
stockmarket. Would you like to see part 
of South Korea's foreign borrowing re- 
placed by foreign equity investment? 


———— —— 


market may well not match the highex- - 
| pectations of international investors. 


lem" in the development foreign investors. The amount of s 
stockmarket "comes from the supply- | available to public investors Is s thus 
side" and a shortage of blue-chips | limited. 


among the 340 or so mae listed on 


Some day — 


very difficult to fix it in terms of a sched- 
4- ule or timetable. How long it will take 
depends on the domestic environment, 
but maybe more on changes in the out- 
side world. We have already announced 
that our capital market might be fully 
open in the 1990s, but [as to whether] it 
is 1991 or 1999 > 


What is your. sem concern in decid- 
ing when you fully liberalise your capital 
` markets ? 


have a large debt outstanding and our 
economy depends very much upon ex- 
ports. That is quite a fragile thing these 
. days, considering the ever-increasing 
protectionist stance. us many other 
people are. standing, still 
their protectionism, we are taking quite 
- firm steps — not only [liberalising] vi: 
ble trade but also in services and capital | 
markets. 


money, but for the moment, comparing 
total borrowing with total transactions - 
| in the stockmarket, the amount a com- 
pany can expect to raise through equity 
financing from foreign investors is 
rather limited. Foreign involvement 
amounts to around 3%, or [maybe] 6% 
if you [take into account] the shares held 
by company owners to maintain man- 
agerial power. 
level as in Japan [and it] is already sub- 
stantial, even without a full opening up. 


But the stockmarket in South Korea is. 
' | Still quite small relative to total capital 
y | formation. How much priority do you 






getting nearly: 60. ne 
come to the market this year, thougl 
far, only 15 have listed (compared w wi 
the 11 new listings. in. all of 1985). 
number of foreign/South Korean joi 
venture companies targeted hav 
reluctance to list. Peer 
There is another supply: id 
straint: at least 30% (some es 
as much as 70-80% ) of the capital 
of the KSE is tied up by cross-holc 
within chaebols and other large bu: 
groups, and through bank he 
This is reflected, too, in the pletho: 
unconsolidated | -cross-guarantees 
debt within South Korean groups 
minefield. for. both foreign bank 































Provident & 
pension funds 


“4 Specialised lendin 
interests 









































































The MoF insists that the “main prob- 
of the 


A bigger problem, it appears, i 


South Korea's capital markets — redu 
We have step-by-step plans, pure it is ing the role of banks and increasing th 
| role of the securities markets? = 
We place quite an emphasis on 

and cia on coordinating the 
forts of the banking and securities s 
tors. We are pushing companie 
wards direct financing through 

stockmarket. 

. it depends. 

What is the chief obstacle in thi 
spect? 
Managerial stability. There are 
owners of companies who are not acc 
tomed to owning a relatively small.p 
tion of [their company's] shares. 
the tax system means it is more prof 
ble for companies to rely on-bank bo 
rowing rather than going for dire 
financing in the capital n mark et. 


The balance of payments. We still 


or increasing 
But that is within: your power to haij 

Yes, but we must take a balance 
proach. We cannot give too m 
favours to people investing in share 
in the capital market. This is a diffic 
thing. We must take an equitable 
proach on the one hand for wage ea 
ers paying high tax, without: 
chance of avoiding it, and privileges to 
those investing in the capital market. 






Ultimately, this is one way of raising 
` The banks in South Korea are still very 
powerful. Do vou feel that they play too 
big a role in relation to other. capital 
market institutions? 5 
We want to see the banks' [role] be- 
come larger. Too much money hi 
moved into other [institutions] to 
quickly, due to the fact thatinterest rat 
in the banks are kept artificially low — 
whereas outside, they are free. [We are 
trying to] narrowthe margin between 
open market and bank rates. Even 
ly, we hope to [liberalise] interes! 
and rely on market mechanisms so 
the gaps between the kerb ma 
secondary [securities] market ai 
rates [are reduced]. 


This is about the same 




















y attach to the cevelopaiont p of 










































modest in “recent years, adc 10 j 
| their debt- -issues in the da of bord a 


Seca nahs issues at par value 
= rather than at full market value; = =. 
= The local Securities and Exchenge - 
Commission insists that companies 
. are free to make issues at market 
—va'ue nowadays, but few actually do so 
for fear of the issue flopping. As a re- 
sult, the cost of equity capital is high (a 
Situation exacerbated by the way the tax 
system discriminates against equity in 
favour of debt) and the use of the 
Ste ER UIACREE for raising it is very li- 














| revealing statistic in this context is 
Ma that the total equity capitalisation 
f ihe KSE is only around 12% of Sout! 








n 


and even Singapore — where the 
atio stood at more than 200% (more 
han 10095 m Malaysia) until the market 
crash last year. In Hongkong, the mar- 
ket’s value is currently around 100% of 
FNP. 
^ Kim acknowledged during an inter- 
view with the REVIEW that the develop- 
ment of South Korean corporations has 
ecn "shaky," in part because of their 
eliance on external debt. But he is op- 
mastic that their finances are improv- 
ing now through a combination of lower 
inflation and more stable wage.costsand 
through the improved internatienal 
competitiveness provided by the depre- 
ciation of the won against the yen and 
the Taiwan dollar. These factors, com- 
ined with South Korean companies 
ssue of convertible bonds abroad and 
ie rapid mse in financial savings at 
ome, will bring about an improvement 
in corporate balance-sheets, Kim be- 
pod 
. The big question is whether the 
“structure of the capita! market in South 
Korea, especially the stockmarket, gan 
be adapted fast enough to permit a 
change ‘in the flow of funds through the 
system, so as to absorb these savings 
" into new channels on the one hand, and 
- reduce the imbalance between debt anc 
equity on the other. Kim acknowledged 
that the debt:ecuity ratio of many cor- 
porations is very bad — generally at 
et 4-5: 1, end “often up to 10:1.” 
He also acknowledged that the prac- 
ice of South Korean insurance com- 
ames of lending directly to corpora- | 
ns can be “risky.” (Total loans ont- 
nding from South Korean life-assur- 
ance companies virtuallv dou led to 
just a bit more than Won-4 trill 
out US$4.5 bilion, between 1983 



































































ith Japan, where the ratio is nearer | 


1€ insurance “companies are, by | 
Ist, 








"ut at least 5% of their investments into 
local equities. 

The reason why pension or provi- 
dent funds do not appear at all as 
stockmarket investors is that they are 
virtually non-existent in South Korea, 


| with the exception of official pension 


funds serving the armed forces and 
teachers. Private pension funds do not 


‘exist. There is a plan to create a rational 


social-security/pension-fund system in 


. 1989, but it will invest largely in housing 


and other infrastructure items, accord- 


ing to Kifa. 


South Korea has reason to be 
pleased with many aspects of the deve- 
lopment of its financial markets in re- 





cent years, such as the emergence of in- 
vestment trusts, investment and finance 
companies and life-assurance com- 

ies. Here, it is ahead of Taiwan. 
Ákewise, the country's bond markets 


j (for government and corporate instru- 
 metits) are relatively advanced. Eut it is 


the degree of debt orientation among 
such institutions and in the corporate 
sector which concerns both outsiders 
and, privately, some senior MoF offi- 
cals. 

An order of magnitude is given by 


the fact that, at the end of 1985, the total 


loans of South Korean commercial 
banks stood at nearly Won 20 trillion 
(an increase of Won 3.5 trillion over the 
end of 1981). At the same time, securi- 
ties holdings of investment-trust com- 
panies: were around a quarter of this 


io "esae of such securit:es are 
Ot stocks. Likewise, two-thirds 
fe-assurance aman Won 





only small investors in the | 
| stockmarket; accounting for less than | 
5% of total shareholdings. Their in- 
volvement is expected to increase, 
s, | though, under the impact of a 1985 reg- 
t| ulation that life-assurance companies 


nance-cor panies had 








out in loans; ‘compared with just Won 
252 million in securities holdings. - 

Another indicator is the fact that the 
amount of foreign investment which has 
so far entered the South Korean 
stockmarket via a half-dozen special 
funds (including the New York-based 
Korea Fund) totals only around US$250 
million, compared with borrowings 
from abroad totaling US$46 billion. 
This is in turn reflected in the fact that, 
until the 1986 bull market, average 
price/earnings -atios on the KSE had 
languished at around five for nearly 10 
vears and stock yields were generally 
higher than these ratios. 

Virtually everyone in the South Ko- 
rean financial community is agreed that 
the government is likely to remain cauti- 





ous about develop (ment of the 
stockmarket. “The government has had 
a very bad experience with the. 


| stockmarket i n the pai SO it is ve 


_HSTED I 


Market 
value 


{Wor billion) - i] No.of | 
| End of issuers | i 





O REVIÉWTABLES ty Andy: 
cautious towards further progress, 
notes Lee Hun Jai of Korea Busing» 
Research & Information. the coun 
first bond-rating agency, estabié 
last year with support from the bik 
Bank's International Finance Corp. 1 
Washington. 






€ D emand for [South] Korean stocks 
is very biz but the government's 
attitudes towarcs the capital market is 
very cautious," says Kim Young Tae, a 
fund manager with Korea Investment 
Trust Co., one of South Korea’s three 
fund-management groups running funds 
for foreign investors (the other two 
being Daehan investment Trust Co. 
and Citizens Investment Trust ‘Co.). 
"This bull market worries the govern- 
ment: they want a gradual increase," 
adds J. K. Choi, manager of the Inter- 
national Business Meparment at. 
Daewoo Securitiss. A. 
Government offic 





and point to the limit-up mechan 
the stockmarket, which restrictsod 
price rises to a variable percentage ol 
the stock's value, as. a market 
mechanism for controlling movements. 
The reality is rather less mechanical — 
or subtle. The presidents -of South 
Korea's 25 or so leading securitis nt 
panies regularly get telepho 
ing them whether to buy o 
ing to the government vie 
over-heated or under-v 
ket may be at any particul: 
rarely disobey. = > Ut 
A case in point was the general mar- 
ket-support operation in April when the 
Composite Index suddenly and mysteri- 
ously plunged early one morning on 
what local newspapers termed "black 
rumours." The recalling of loans to 
brokers was one version: another was a 
rumoured upset in the political/military 
establishment. The market duly made a 
. quick recovery. DEL AMPLE. 
The government is moving towards 

















1! d Other , : 
-. Wall Street: l parsons 
uS enthusiasm. 








‘ss-direct means of intervention, 
of monetary-stabilisation 
lich securities houses and 
tions must di- 
'opriate times. 
je that the. govern- 
ul fee abandon its more 
"ethods for some time to come. 

m ruth is that the | powerful 
bureaucracy in South Korea does not 
-trust the stockmarket (or any other 
<form of free market, for that matter), 
seeing it as an instrument of capitalist 
«speculation. This is perhaps explicable 









in terms of the persisting force of leftist- 


dissent in South Korea, and in the fact 

that the local stockmarket has tradition- 
ally been dominated by individual 
“speculators and “big hands" such as the 
| now almost-legendary “Bear of Kwang- 
uBig-hand influence has declined as 
investment trusts and other institutions 
tered the market in 








E 













such 


bigger. 





problem is that the 


basic 





s bou 





OC nd to 


South Korea's now-abundant . savings 
are channelled into the market. by in- 
stitutions such as insurance companies 
and pension funds, as well the. trusts, 


which are already active investors. One | MES 


senior MoF official admitted privately 


that South Korea had not yet fully ap- | 


preciated the significance of the shift 
from 


ment and stabilisation of modern 
stockmarkets. | 


nother usually unspoken factor is | 
FA the distrust of foreign domination, - 
to the point where many South Koreans : 
| prefer that their country be in debt to | 


the tune of billions of dollars to for- 
eigners rather than having them own 
even à modest slice of the equity of local 
listed companies. Thus, even if the 
more optimistic assessments among 
South Korean market men that foreign- 


: Total 
; (8,0284 mil. 
shares} 


(25.76%) (Companies) 


ers will be allowed directly to enter the 
stockmarket late next year are correct, 
there will almost certainly be restric- 


tions on the amount of stock they can 
| hold. | 2*3 

played 
| with, ranging from a probably unwork- 


. Various formulae are being 


able rule that foreign buying will not be 


| allowed to exceed more than 10% of 


the market's total capitalisation, or of 
any individual stock's capitalisation, to 
the more workable idea that no more 
than, say, 10% of a company's issued 
shares be allowed in foreign hands. But 
even this comes up against another 
major problem in South Korea — the 
widespread use of accounts held with 
brokersin nominee names or even num- 
bered accounts — something which per- 
mits many securities-company employ- 
ees to flout widely the law that they 
should not deal in stocks, and which 
facilitates insider dealing. 


Anthony Rowley | 





ockmark remain indi- - 
y | vidual investor-dominated until more of © 


individual to institutional - 
“capitalists” as factors in the develop- - 
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| dine. These proble o a hea 
| last year when the banks and the 


| more strength to cope with the wo 


showing any significant improvement i 


|. 1986, with a projected GNP growth. 


cally. 


ence also illustrates the kind of difficul- 
| ties South Korean firms can face: in this 
| case, in entering a new and very pramis 
| ing field (electronic machinery and co 
| sumer goods, dominated by two ot 































































y Dur ing the past th r 
growth has slow 
Seuth Korea's 
companies hav 
"their debts and fin 
cial costs rise. 
their profitabil 

















government had to juggle a numb 
of financial collapses, mainly in.t 
shipping and construction | sectors 
But the economic tide is changin: 


10%. 

Most. major companies are no 
listed, and figures en their aggregate 
sults (283 companies, excludin 
nance, insurance and administratio 
sues), compiled by the stockmar 
give useful insights into the health o 
corporate sector. Compared to. t 
sectors, debtequity ratios wide 
sharply in the electronic-machinery 
tion — from 307,696 in 1983 to 387. 
in 1985, thanks to heavy investments 
what is one of the country's most pro 
ising industries» | 

But the listed shipping compa 
are financially unstable, with debts 
ing from 553.9% of equity in 198 
3,121% in 1985. This has had as muc 
do with the drop in equity values asw 
the near-doubling of  outstand 
liabilities — even as the shipping co 
panies faced forced mergers, sweet 
with improved credit lines, to give th 


their debt:equity situation was iron a 
steel, where ratios have fallen gra 
General trading companies, the fl 
ships of many of the big group 
chaebol, have also seen rapid growth: 
their debt profile..In part due to the ni 
ture of their business, this rise has been 
goncentrated in short-term debt 
growth, which showed an increase of 
82% , compared io a 41% rise in total 
liabilities. Not surprisingly, this was ac- 
companied by a 73% rise in interest ex- 
penses — more than doubling the total 
rate of increase. Trading companies suf- 
fered in 1984 and 1985 as sales growth 
levelled off and incomes fell: net profits 
were down 79% in 1985. BE 

Daewoo Electronics Co. is a com- 
pany whose ups and downs have bee 
more dramatic than most. Its expert 





firms, Samsung and Goldstar) fro | 



























between 1983 and ` 
nses rose by 7376 in 19 


pacing operating income. 










ump in interest costs. : 
ase because its finances were so shaky 
arly last year that group chairman 
m Woo Joong stepped in and per- 
.sonally took control of the company’s 
finances. His intervention has already 
borne fruit: 
year. 


nancial record during those same years 
s Kia Industrial Co. , South Korea'ssec- 
ond-largest producer of motor vehicles. 
Kia's unusually sound financial footing 
; partly due to its stable position as a 
honopoly producer of small trucks and 
ns. Kia's debt:equity fatio, interes: 
s and its short-term debt profile 
e all fallen during the period, and it 
turned to equity sales, rights issues 
sales to companies with which it has 
business links (Mazda and C. Itch 


Source: Dongsuh Securities Co. 


PREVEWTIGLE br PRO) no 





Japan, and Ford of the US). Kia is 
on the list of possible issuers of cen- 

vertible bonds overseas this year or 

next. 2H 

¿Kia is now investing in preparation 

the production of cars for export to 





























nning in 1987, and so borrowings 
.rising. Like Daewoc's push into 
ctronics, the risks are high: William 
‘oops of stockbrokers Vickers da 
Osta expects margins on the new cars 


mp. “But this is the price the firm 
must pay for its long-term future, and 
m the basis of past performance, it hasa 
fighting chance of success,” he says. 


7 


to do it. The results are high lever- 
and heavy interest-rate paymert 
dens. If there is anv consolation at 








nks to finance. As the bankruptcies of 
85 showed, if companies cannot stave 
nancial collapse, it.is the go 'ern- 


ich must step in and fin w 












wth in borrowings, particularly 
hort-term debts, helps explain the 


Daewoo is an especially interesting 


short-term debts fell last 


A company with a very differen: fi- 










e US — in cooperation with Ford — ` 


also projects an initial profitability - 


South Korean companies have mace | 
| Specialty of starting from scratch, | 
unding into new areas — usually. with - 
ports. in mind — and thinking big. | hardest, probably because it is the only 
ey move fast and often borrow heav- - : 


——G 


end of the day, itis the government's | 
mmitment and sense of responsibility | storey blocks. - : 


he massive new ventures it obliged | 













five commercial banks 
were sold off to pri- 
vate interests begin- 
ning in 1980, until 
which time they were 
all government-own- 
ed. The sales were 
refully controlled, with no single hoid- 
g al owed to exceed 8% — a measure 
desigmed to prevent takeovers by the 
major conglomerates. Holdings in the 
banks are now distributed among the 
big names in South Korean business, but 
the benks themselves remain beholden 
to the government, which in turn is re- 
sponsible for their survival. . . 

. Big companies have primary-lending 
banks, which are in many cases decade- 







lationship between company and bank 
is not as important as the vertical rela- 
tions which both company and bank 
must maintain with the government, 
in particular the MoF, which con- 
trols. many. credit decisions on an in- 







rates, and appoints bank presidents. 
. When big companies need big loans 


Equal 





Foreign banks have 
become a political 
issue in South Korea 
— at a time when stu- 
dent unrest and dissi- 
dent activity has been 
atarelative high. Asa 
! : result (or so the for- 
eign benkers at least believe), the au- 
thorities in Seoul have taken steps to 
alter the foreigners’ status, putting them 
| more on a footing with local banks and 
restricting their profitability in some 
areas. | 
> Demonstrations against foreign 
banks earlier this year hit the Kor Am 
Bank (a joint venture between Bank of 
America and several large companies) 


AAPEEE NAAN ON tral Tt HAN ren eH In smt S a i 





one of 5outh Korea's 62 foreign banks 


(45 with full branches) unluck y enough 
to have its offices on the ground floor of 


| a building in central Seoul. Most foreign 





| banks occupy upper floors of multi- 


MET But the protest was directed. at 
| foreign banks as a group, not Kor-Am 


| in particular. Aside from the grumbling 
resentment in some quarters about 
tanew foreign influence in general, the more 
Paul Ensor | 


specific cause of the protest appears 


old re ationships. But this horizontal re- | 


formal and formal basis, sets interest | 


South Korea's big- | 










| final. - 
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they have tended to de 
_ on the kerb and short-teri 
. kets. In recent vears, the government. 
, has tried to impreve their access to bank 


Tight relationships with the govern- 
ment — sealed by loans from the banks 
— are also extremely important, given 
the government's tendency to make 
quick changes in economic and indus- 
trial ^ policies, 
through new directives on loan alloca- 
tions. Lending decisions are thus fre- 
quently described broadly as “political” 
— involving the MoF or possibly 
another higher authority. “Banks don't 
make credit decisions on the basis of fi- 
nancial analysis,” as one banker 
explained. — 

Small companies h 
been left out of this : 
Such firms lack the bure 
tical pull of larger coi 
















panies. Thu 


rm money mar- 





funding, and has for several years in- 
sisted that a minimum of 35% of bank 
loans go to small and medium-sized 
businesses. ] 


Ned 








edom to make losses 


to have been the high profits which 
foreign banks announced for 1985. 
One leading US bank, for instance, de- 
clared net profit of nearly Won 40 bil- 
lion — a couple of billion more than that 


between chalk and cheese, given tha 
the foreign banks are largely engage 
wholesale (corporate) businesssmsa 
local banks carry a good deal € 
lending on their books. Even so," 


government felt compelled to respond," 


and in a way which quite cleverly 
answered simultaneous pressure from 
the US Treasurv for more "national" 
treatment of foreign banks in South 
Korea. 

What the government is doing is to 
give more “national” treatment by al- 
lowing some foreign banks the same ac- 
cess local banks enjoy to money at pre- 
ferential rates fram the central bank 
(Bank of Korea) rediscount window, 
But at the same time, foreigners will 
have to shoulder a bigger. share of the 
burden of lending :o small and medium- 


sized South Korean compar ies— which 
ic "Korea- . 


do not carr 
Inc." 








| that their banks will not graht, they turn 
, to the government, whose word is 


which are effected 


aucratic or pol 





; of Hanil (one of the biggest local. 
| banks). 
The comparison is rather like tha. 





















0" n 

ure. But th ne lies b. 
iind companies which agree to go pub- 
ic fear losing control to unfrien ^ 


erests. Such takeovers have thus been. 
ew and far between in South Korea. 
When they do occur, they are the result 
f a family feud: typically, a large share- 
older. (perhaps an impatient 
wrests power from an agi 
patriarch by drawing en 
shareholders to his side. 









K oo Suk Mo, an executi 
at the Federation of Kore: 
tries believes “it will take a very long 
time for changes to occur in company fi- 
nance. The present owners of major 
companies are the creators of their 
firms: they don’t want to sell them to 
the public." Hyundai group chairman 
Chung Ju Yung's five-year battle with 
the government to maintain control of 
his construction company, the country's 
'--3est and the flagship of the group, 
i.a case in point. Chung was even- 
tuaily obliged to go public late in 1984. 
Even more worrying than selling to 
strangers within the country is the 
thought that foreigners, once they are 





allowed to freely buy and sell South Ko- |; 


rean equities, will buy up local com- 
panies. Once again, Hyundai, and its 
an example of this sort of thinking. Al- 





biggest business houses (chaebol) 
enjoy. 

. All the asset cover which South Ko- 
rean companies have is normally 
pledged to local banks, which have not 
generally built up credit-assessment sys- 
tems. Foreign banks are not allowed to 


foreclose on land (even if they can get a 


mortgage on it). And, the only security | 


they can get is “shared security" with a 


South Korean Government institution |! 


“such as the Korea Development Bank, 


hich sits in the middle and is usually 


ite happy to sell assets notionally 






itors in order to liquefy the security. 
ThisNs not exactly an arm's-length trans- 


actio 


e are now free to make losses — | Foreign banks in Seou UM 
| Poreignpanrsin SOUN — ^ 5 


“Wy 

like domestic banks,” comment- 
ed one foreign-bank executive, adding: 
“Liberalisation is a good thing — but 
only up to a point." South Korea's com- 


mercial banks overall are still suffering . 


from the impact of non-performing 
loans made to the country's troubled 
construction and shipbuilding indus- 


tries, and many of them need re- 


 capitalising as a result. In many cases, 
the government-controlled (even if 
;now-privatised) local banks were di- 
-rected to make such loans. Even though 


the government feels responsible for 


bailing out local banks, foreign banks 
are not anxious to become more: di- 
rected, "national"-style. © E 














piedged to a foreign bank on to other 


one of the most promisi 

do K uth K 
rean companies, Hyundai Motor Co. is 
very unlikely to issue convertible bonds | 


abroad in the near future. This is partly — 


due to the fact that it is already 1575 


owned by Mitsubishi Motors of Ja-. 


pan, but also due to the chairman's. 
strong dislike of selling equity shares 
(or anything which might turn into 
them) * Coa ATE 
Koo biames the ever-increasing cor-. 
porate-debt burdens and financial insta- 


| bility onlow profit rates. Those low pro- 
fits are partly caused by management at- 


titudes, he says: “They are not con- 
cerned with profits but size — everyone 
must be No. 1." The government, in 
turn, has tended to favour companies 
that have grown the fastest, especially in 
exports. Koo also sees traces of the 
country's Confucian ethic in attitudes 
towards profit. *Moneymaking is a kind 


d 


D^ duced to a level where it will be hard to 


E 


Representations are being made by 
the foreign banks to the MoF over the 
roposed changes. At present, all 
oreign banks in South Korea are sup- 
posed to commit 25% of their lending 
portfolio to small or medium-sized com- 


 panies (previously defined as firms 


with 100 employees, but now raised to 
300). | 

In future, foreign banks will be classi- 
fied (at the discretion of the MoF) in 
the “A” or "B" category. Class "A" 
banks will have to devote 35% of their 


portfolio to small and mid-sized bor- | [ 
rowers (and will get rediscount-window | fusions of foreign banking technolo 


access), while class “B” banks will con- 


i 


| 


i | tinue to lend 25% to this category, wit 


i which foreign banks are permitted. to 





| 
| 
| 
| 
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| 
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| make any profit at all, unless the 
































































As the protracted struggle ove 
Hyundai showed, the government's abi 
lity to force companies fo | 
not always decisive. The Mc 
pressure through the banks, b 
case of a large conglomerate 
employer) such as Hyundai, th 
pany can respond by s: 
lack of funds could have serious conse 
quences all around. Nonetheless, 
of pressure from above have 
ed in most major South Korea 
part being listed on the stockm 
et. B 
To meet skyrocketing demand fo 
scrip this year, the government has 
ed list, 





applied new pressure on a selecte: 
and market watchers are exp 
boom in new listings and rights 
coming months. E 

Such is the state of affairs in^ 
South Korean companies. The gover 
ment is regarded as responsible for : 
state of the economy as a whole, : 
this responsibility trickles down: firs 
the banks which have been saddled 
policy-based lending, and on to th 
companies, which must ultimately kee 
the wheels turning. ^We are not a 
lowed to collapse," as one execut 


out cheap.government finance. — 
At the same time, the official m. 


make on swap transactions will be re- 


counter-party agrees to re-deposit $ 
called “compensating balances” wi 
the bank and thus boost the bank's lend: 
able funds. But the allowable mar 
on foreign-exchange transactions ` 


be simultaneously raised, providin 
some relief. ML 
. Foreign banks would be happier: 
go along with the new regulations t 
had more direct access to security 
against their loans. Some of them do. 
take promissory notes from the chair 
man or major shareholders of smaller 
South Korean firms — and these have | 
generally been honoured. But this is not. _ 
exactly good banking practice, in the | 
sense of what foreign banks have been _ 

accustomed to. cai o RE 

In the long run, foreign banks appe 

to recognise that more "national tréat 
ment" will be on the cards. Some of 
them believe that joint ventures with 
local banks is the best route for tlie fu 
ture. That way, they can expect acces 
to the local bank's relatively low- 
deposit base and a lead slot in credit 
dications. In return, the South Koi 
partner bank could get much-neede 


— Anthony Ro 














By Nayan Chanda in Washington - 





sors of the protectiorist Jenkins 


ared major textile exporters Jike 
Taiwan, Hongkong and South Korea an 
immediate threat — but the reprieve 


; on textile and apparel exports to 

S. And the margin of defeat was 

ortending no let-up in the pro- 

"tionist pressure building up in con- 

ess, as the trade deficit. mounts ; and 
mployment rises. 

€ vote sustaining Presiden: 


ve ui textile 1mports from Taiwan. 


dt averted a serious blow to 





ough the Republican- dominated 
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\ plicatic ons are invited for four 












i nka. Openings are advert lic 


he failure on 6 August of the s jon- | 

: iii a 
he House of Representatives to over- 
last year’s presidential veto have 


las been costly. To avert passage of the |. 
ill, the trio aecepted severe restric- 


s veto killed a bill that wọoald | 


| alsó d 
kong and South Korea by up to | 


ident’s authority. Had the veto © 
overridden (by the required two- . 
rds majority) in the House, it would | 
ve gone to the Senate. The bill. might | 
ve had a more difficult passage | 















hi ments wil ibe for: a period of three 


: pi) to ) The Director of National PI 
p aobo l 1, a fi Lanka and 







*e, but the fact of a veto apenas 


dent, with two years left of his last term. 
hile the White House was pleased 








| with the outcome, the fact that the bills 


Supporters were only eight votes short 
of the majcrity needed highlighted the 
protectionist mood on Capitol Hill and 


the dissatisfaction with Reagan's trade 


police. As the US trade deficit climbs. 
towards a record US$170 billion and un- | 
employment hovers around 7%, con- 


gressional frustration has grown. 

Since. December, when Reagan 
vetoed the Jenkins Bill, he lost the sup- 
port of 12 members in the House who 
had earlier opposed the bill. The vote 








of congressional unhappiness over the 


trade deficit: 71 Republicans (40% of 


the Republican members of the House) 
ec the Democratic majority to over- 







ride the vetoofthe leader of their party. 


^. Even this narrow victory was gained | 
at considerable cost to the princ iple of 


free trade. By the time the House met to | 











woul d have seriously hobbled the presi- 


|2monstrated the bipartisan nature 


anning, Ministry of Finance. 
should arrive ? there not later than T 9 


Lud IHE ine export 1 
X ighe categories nder control. 
| | ulti Fitre. Arrangement 
(ME A D0, 


satisfy Us dema ids (RE VIEW, 14 Aug: ) 
It was also no coincidence that the date 
for the attempted veto override was 6 
August, five. days after the new MFA 
was to come into effect. That brought 
the voting : date closer to the November 
congre 'ssio nal elections, too. 











































i Ithough the US textile lobby would 
"A not have been satisfied with any- 
thing less than a rollback of textile 1m- 
ports to the level of 1980, the US bilat- 
eral agreements with H: ongkong, Tat 
wan and South Korea — the last ‘signed 
barely 48. hours before the vote — help- 
ed to sustain the veto. While expressing 
dissatisfaction with the administration's 
policies, many argued that the Jenkins 
Bil would have violated these ne 
agreements and the MEA, and thi 
wrecked US credibility at international 
bargaining tables, The administration, 
for its part, also argued the bill would 
“not only cost American consumers 
,US$44 billion, but invite retaliation. 

(A study by the private International 
Busi ness and Economic Research C orp. 
estimated that while the Jenkins Bill 
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i aconomlstspecialising inthe i of agian doi and 









years. Salaries will be negotiable, but will be not S 








22 Plan- 








it would 
created to jen 254. à). 

These arguments might still nothave 
cárried the day, had the administration 
not taken measures to placate ther in- 
terest groups. Shortly before 
the administration ignored ob 'ctions 






















from $ an of State Ge g fiuitz 
EB ise grain 
sale: t also 
reached an a y with 
Japan that coule semicon- 


ductor sales bo L 


Producing states 
24 members from 






— The farm lobby in gener 
of possible retaliation by textile-exr 
ing countries, has 'enerally been op- 

oged . to. the. Je ; 








g is certain,” 
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San Francisco, 


withholding a ‘for 
laced in Canada) and free 
ow of funds. 
Asian Banking Center 
was. created to help 
individuals and busi- 
nesses diversify their 
assets and to look $ 
after their particular ^ 
financial needs. 


major currency. .. such ds. 
~ USdollars,Canadiandollars, 

oer Yen, Australian “4 | 
dollars, Deutschemarks, eee pounds 
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| extile dusty 


pe Citibank has established Asian Banking Centers 


ac has more than 80 years’ experience 
in Asia. We have 2600 branches and offices 
in 95 countries, and our total assets exceed 


specific financial packages for vou with the 
utmost discretion. 


Find out how easy it is to open an account | 
with Citibank. Just call us on any of the 


By Paul Ensor in Seoul 
Su Korea's recent agreement with 
the US on intellectual-property 


domestic pharmaceuticals industry, 
ducts. Partly because of the earlier lax 


patent regime, some 332 pharmaceuti- 


copiers. Most of their products have 
been for domestic use. | 

Under the bilateral agreement, 
South Korea.is to introduce later this 
year new laws tightening controls on pa- 
tents and copyrights, to take- effect in 


. July 1987. An important part of the new 
regime will be the introduction of pro- 
othe | duct patents for drugs: currently, only 

| ME process patents exist, and these make 
legal copying very easy. 


Local firms 

d only show that the process through 
h a drug is produced is different 

omtheoriginal. . 

| T East year, soon after the US first call- 

ed on South Korea to protect foreign in- 


| tellectual-property rights with stricter 


patent. laws, the local pharmaceuticals 


| nk king Center. 


ed by the worlds leading bank. 


U 58175 billion. - 


| 
At Asian Banking | 
Center, vou can z fun 
. make use of P^ 
b. Citibank's financial | 
expertise world- | 
wide. ON 


| 
,Aegntidential. 


Your Personal 
Financial Officer is 

a skilled professional 
who will handle all your 
transactions and tailor 


R522462 ( 


te numbers. listed below. 


rights (REVIEW, 31 July) covers many | 
industries. But the most dramatically af- - 
fected could be the USS$1.8 billion - 


which depends heavily on copied pro- - 


cals firms did. a brisk trade as quality | 


Many South Korean drug manufacturers face a clouded future 


For more naton: simply Í 
mail to the fecation of your choice: {Al correspondence wil l he ener ir 
strictest c :onfiden s.) 
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Tel: 5-761380. Telex: 73243 FNCH, 
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* Guam, USA Citibank NA, 402 Mar 
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tain about the future. 


Che Hi of the Korea Pharma 


filed the new process, the import b 


president of Roche Korea Cona jo 


panies which have successfully copi 
their product. 











































industry sent a petition to US 1 

Reagan saying the industry 
ready for such controls, With 
ment now signed, the indus 
"We an 
posed to the change per se," s: 





dustries Association. "We ai 
ing that it is too early to bringit 

For foreign drug compani 
former lack of patent control cause 
share of frustrations. "As soon 
have a turnover of around US$2 millic 
on anew product, the copies start to a 
pear, and once the local producer h 


come down on ingredients," ~n 
to Heinz Kestermann, executive y 


venture company. Thus, foreign i 
panies producing in joint ventur 
sometimes are obliged to start buy 
ingredients from South Korean coi 


Despite these problems, most of 
world's major drug companies 
come to South Korea to set up joint 
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fill in the coupon or attach a name c ai an 
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investments. Represe ta 
foreign firms, especially the Euro- 








atent regime will work. 







oncern is the lack of. retroactive 
outh Korcans have maintained that it 
is against their constitution to outlaw 
current business operations, thus mak- 
ing it legally impossible to apply the 
new codes on a retroactive basis. In- 
stead, they have pledged to enforce 
such cases through “administrative gui- 
dance.” and only for products patented 
in the US, by US firms, which have not 








Ly rospects look increasingly good for 

a recovery this year, generated by a. 
ibination of higher capital and con- 

mer spencing, a strong service sector 

d a rise in domestic exports. Forecasts 

'rowth on the order of 6%, or even 

ly more, are likely to be fulfilled — 

rery from the 0.876 of 1985. 

















wth in total exports, at least from. 
he corresponding month last year. 
omestic exports were up 14.5% 








.1985 and into early 1986. The con- 
inued depreciation of the local dollar 









































_ partners (measured on the trade- 
gain. 


ar-on-year during June, with imports | 
ing by 15.6%. First-haif cumulative 
res, however, present a rather bleak | 





al exports. Growth here was only | 
Mo, with gains to Western markets 


cantly during the first half, to 4% (of | 


man 


~ Although the outlook for domestic 
xports is optimistic overall, it is not so 
Or every sector. The performance of 
> top groups — textiles, garments, 
d electronics — is in marked contrast. 
rments have seen orders-on-hand | 
e for most of this year. But textile or- - 
rs have largely been flat or declined, 
e electronics firms have seen. 
rowth in orders cn hand decline in re 
t months — falling to zero in May. < 
Domestic exports of electronic com: 
nents and appliances during the fi 


















ans, are uncertain about how the new | 
For the foreigners. the main cause of | 


afeguards :n the new arrangement. The 








une trade figures showed strong | 


ij , 
jue terms year-on-year, arresting ^|... 
decline which stretched through most | 


ainst the currencies of major trad- |- 


.Re-expors rose 15.1% by value | 







‘ture for re-exports, which now as- f 
unt for almost 45% of Hongkong's | W 


inable to maxe up for declines in Hong- | « 


otal trade) from 0.2% in first-half 1985. | 


1 ago the rising star of Hongkong's export 


| base of customers. Growth in the sector. 
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slack of legal ob- ` 
and forthright favouri 















| : joint ventures 
has meant slowed sales for many major 
local firms. Once they form joint ven- 
tures with foreigners, much of the pro- 
| duction of drugs they formerly made 
themselves (under licence from the 
foreign firms) are handed over to the 
new enterprise, Joint-venture sales 
grow, but this cuts into growth in the 
company itself. Five years ago, some 
4% of the local market was supplied by 
joint ventures. Last veàr, that rose to 
12.8%. While larger firms have been 
able to form joint ventures, ultimately it 
will be the many smaller companies 
which will not survive the new rules. £f 


nd forthrig uring of one | so ma 
country — an “unprecedented method | 
Of introducing controls.” which will put | 
US firms several years ahead of their - 
Eurooean rivals bere. l tard 

Businessmen in local companies 
were unwilling to discuss the new ar- 
rangements. A manager in one of the 
largest companies said: "We cannot talk 
now, because the future is so unclear." 
While companies at this stage are likely 
to be wondering how the “guidance” 
will be administered, they cannot be too 
surprised by the projected changes, 
having in recent years found themselves 
facing foreign competition at an increas- 
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making items for which there is steat 
original and replacement demand - 
batteries, or electric motors. 
Employment in the electronics in- 
g dustry fell by 18% last year, while that 
-of the garments and ‘textiles sector 
showed a 6% loss — though some of 
these declines may have been due to the 
movement of jobs across the border into 
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whole saw employment fall 3% in 1985, 
-~ while the buoyant retail and tourism in- 
| dustries' labour force grew by more 
| than 4% and the financial, insurance 
| and real estate businesses employed al- 
most 7% more workers. Unemploy- 
ment for the territory was almost un- 
changed, at the virtually full-employ- 
ment level of 375 in March-May, from a 
year earlier. —— 

Domestic spending. both consumer 
and capital, has been looking stronger. 



















five months fell (1295, in the case of 
appliarces), though radio, clock and | ‘Consumer demand is rising steadilv, if 
watch sales were higher. At the same | not at a spectacular pace: retail sales | 
time. all major categories of clothin ^| rose a provisional 3% in May from th 
and textiles recorded gains of 11-30% year-earlier figures after a similar gai 
from tbe year-earlier period. au 
New textile-trade pacts with the 
"West, such as the one recently signed 
with the US, are likely to constrain 
growth somewhat in the long term — 
especially as higher-value materials - 
such as linen and silk blends are now co- 
vered. But there is still some short-term 
room for gains in under-utilised quota 
categories, and in Western Europe, 
where a weaker Hongkong dollar 
makes the territory's products more 
competitive. 

— The electronics sector — not long 


risen, too; second-quarter figures show 
gains for personal loans for both ptop- 
erty and other purposes from first-quar- 
ter and year-earlierlevels. — s 
. On the capital-expenditure side, 
spending for the Mass Transit Railway 
(MTR) is largely finished for now. But 
construction of a second cross-harbour 
tunnel (which will carry another MTR 
segment) and of a light-rail system in the 
New Territories should add to overall 
growth. So should spending on hotel 
construction — for the time. being, 
though tourist growth may not-keep up 
with the increase in the hotel-room 
count in years to come. In April, hotel- 
occupancy rates had fallen to 85% from 
92% a year earlier. Overall lending to 
the construction and property sector fell 
3.9% during the secon arter from 
the first — the seventh erly drop in 








industries — is at what appears to be the 
tail enc of a shake-out as some com- 
panies. lose money and market share 
overseas. Many pinned all their hopes 
on one or two products, while others 
erred in depending on too-narrow a 
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ikely to come from companies - 





China. The manufacturing sector as a. 






— Liz Carver. | 
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Our office’s monthly telephone bills were The JX-1232 Business Telephone System 
" entirely too high until we installed National's e Versatile and reliable enough for the demands of 
advanced JX-1222 telephone system. Each today's automated office. © 12 central office lines; . 


^ : xXtensions. © Standard, display, display/speakerphone, 
telephone features a big LCD display that helped | 1 A failure-oper: ESSEN peg pee 
c - and power-failure-operative 





32 


us cut expenses In a hurry. telephone models available. 
Want to know how long you or someone e One-touch dialling (up to 

else has been talking? The display will show 16 digits). @ Dual-colour 

you with either digits or an easy-to-read bar LEDs light green for your 


eraph. It can also give you the total call time line, red for other lines in 
5 = : use. © Optional direct- 


for each or every extension in the system, Eae tlec cione 
numbers that have been dialled, and even the extensions at the touch 
time of day. Talk too long, and a preset alarm of a button. 

will sound. What better way to encourage cost- Choose trom our broad line o 


JX Series telephone systems 


conscious communication? One is just right for your 
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National 


National. Panasonic and Technics are the brandnames of Matsushita Electric 
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' “The right copier—and the right employee— 
for every job. That’s Sharp business.’’ 








‘The right size cepier can help increase 1 
tae size of my business!’ VY 


A id 
The Sharp business tactics of selecting a copi 





er. 


Creative business P. ; y : The right features | 
tools for higher ~j u BM. 2G for any business | 
productivity need 


| 

| 

With impressively fast copying No matter what size your busi- 
| speeds and versatile functions, ness, Sharp has a copier with the 
























Sharp copiers are highly- right features for your particular 
productive tools for managing 
today’s tremendous range of 
business informacion. Sharp 
copiers are also tools for better 
communication, with a variety of 
creative functions that can he'p 
you to produce more effective 
and persuasive doeumenta, 


SF-9500 
High Quality Copying 


* 50 copies per minute copying 
Speed * Standard semi. 
automatic document faeder 
* “Auto magniication’ 
zoom copying from 64 
— 141% of original size 
* Four-way paper feed 
System «Copy adit func- 
tons include image 
trimming, imace 
centering, margin shitt 
and dual-page copying 
* Colour copying in biack 
red, blue or brown 


needs. And that includes the 
SF-7100, a compact copier for 
less demanding copying needs. 
Desigmed for economical copy- 
ing, the energy-efficient SF-7100 
provides an impressive array of — | 
practical and easy-to-use func- 
tions for smaller businesses and 
large departments. 


SF-7100 
Practical Functions in 
a Compact Copier 


* Automatic Exposure Control e Two- 
sided copying * Simnpiifiec book copying 
* Power Save key * Simple 
operation 





SF-8600 
Automated Copying for 
| Fewer Mistakes 


* Automatic zoom ratio/copy paper 
selection * 33 copies per minute copy- 
ing speed * Duel-page copying + Colour 
copying in black, red, blue or brown 


*Photo includes optional devices 
E-———— 


We've got the edge. 
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For Future Generations 


These smiling children are the hope of Asia. They dream of the future and, 
like all children, they are eager to grow, eager to learn —— if given the chance. 
We at Kobe Steel understand 
what their faces reflect: Nations striving to build a future rich with opportunity. 
And we are helping them —— and you —— through technology transfer, 
industrial projects, and the supply of industrial goods. 

We know the future depends on it. 


KOBELCO 


Wherever you find progress 





<> KOBE STEEL, LTD. 


TOKYO HEAD OFFICE: Tekko Bldg., 8-2, Marunouchi 1-chome, Chiyoda-ku, Tokyo 100, Japan/^el: (03)218-7111/Telex : 222-3601 KOBSTL J 
SINGAPORE OFFICE: + 22-02 DBS Bldg., 6 Shenton Way, Singapore 0106/Tel: 221-6177 /Telex: RS 23338 KOBSTL 
KOBE INTERNATIONAL (S) CO., PTE. LTD. : 60 Pandan Road, Jurong, Singapore 2260/Tel: 264-2444/Telex: RS 26574 KISCO 
Offices also in New York, Los Angeles, Düsseldorf, London, Mexico City, Bahrain and Melbourne. 


KOBELCO is under application for worldwide trademark registration. 
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e SHROFF did a dnbie € the other 
day when he dropped into the office of a. 
New Yor c City banker to talk about the 
debt position in Asia and else- 
he Pun E tolecture 








least, coming ‘from o F the banks 
which led the herd-lik mpede into 
syndicated sovereign lending to many 
countries. 
"There's just. too: much debt in there 
[in developing countries generally] and 
they can't afford to repay it,” declared 
Shroff's informant. “If these countries 
were companies, we'd tell them we 
"weren't prepared to lend them another 
| nickel until they went out and raised 
“ore equity.’ ' Shroff, who has long ar- 
ied along similar lines, could only 
marvel: at the zeal of the lodi ds con- 
verted: ; 
But why this sudden conversion on 
. Park- Avenue? Such views may be 


preached in. Washington by the likes of 


“the International Finance Corp. (IFC), 

the crusading equity arm of the World 
Bank, but not usually in Manhattan's 
temples of Mammon. The answer is, of 
course, self-interest to some extent. The 


big US banks (which have become what 


is politely termed involuntary lenders to 
Latin America and some parts of 
Asia in recent times) are eager to get 
more money — anybody's money — 
into those areas now, so that they have 

a better chance of getting their own 


money out. If that means equity invest- | 


ments from multinational enterprises or 





le r and underwriter be.. 


from portfolio institutions like pension | 


funds, insurance companies and the 
. like well the more the merrier, say the 






nics will claim that the great drive 
viwWards securitisation of debt — repack- 
aging country, loans and selling them 
down (often at a. discount), to the 
secondary market — stems from no- 
.thing more than a strong. desire by the 
banks to sell off their second- rate debt 

+ while the going is good. 7 
Shroff heard in New York of istis to 
"forge new partnerships" between com- 
mercial and investment banks, to en- 
able them to underwrite lines of de- 





.veloping-country securities issued by 


|" private or even state corporations. They 
| will skirt around that little thing called 
| the Glass-Steagall Act (which is sup- 
posed to separate lending and under- 
-writing transactions) by doing the deals 
. offshore. 








«Shroff is told that; of the ‘billions’ of | 
: de worth of. underwritings which. 
| : ig Wall Street o oc tid panes do 


Such | 


(even if they wanted to 
be). 


is happy to go along with 


ingly of course, the City of London is 
becoming a favourite offshore zone for 
"transactions because London 
never prevented institutions from doing 


both lending and underwriting. The so- 
called Big Bang in October will facili- 
tate that even further, | 


the secondary- -securities 


Tapping 


market instead of just the primary-loan - 
| market is the name of the game for the 


banks. 

Call this e NE again if you 
like, but there is a positive aspect to it. 
The so-called Baker initiative (named 
after US Treasury Secretary James 


Baker) which in effect obliges the big | 
commercial-bank lenders to put US$20 — 
billion of new loans into 15 major bor- - 

| thought in Washington is that Mala 


rowing countries (including the Philip- 


pines) over the next three years — 


about half the amount of annual new 


credits they used to inject — has also got 
the banks thinking in new ways. One of 


those thoughts is that the 
banks cannot be monopoly 
players in the international- 
financing game any more 


The commercial banks 
are looking to the World 
Bank to help lever open the 
capital markets of high- 
ly indebted less- developed 
countries so that equity can 
flow in alongside debt. The 
bank's new president, Bar- 
ber Conable, indicated to 
Shroff recently that he 


this. “Equity finance offers more 
flexibility," he noted, and the IFC 


. would. become “more important” from 


here on. | 

€ NONE of this, unfortunately, will 
come in time to solve the immediate 
problems of countries like Indonesia or 
Malaysia, which are struggling to ser- 


vice their foreign debt from an earnings 


base much depleted by the fall in oil and 
other commodity prices. But Shroff 
gathers from authoritative New York 
banking sources that Jakarta and possi- 
bly Kuala Lumpur, too, may recently 
have got over one major hurdle by re- 
scheduling the substantial yen compo- 
nent of their government-to-govern- 
ment debt from Japan. 

Rumours of a general or at least par- 
tial debt rescheduling by these two 


countries were rife recently (REVIEW, 3 - 
- July), but could not be confirmed. Both 
- (but. especially Indonesia) have been 
very hard hit by the need to service yen. 
loans out of exports largely denómi- | 
á through the burden of havi 
- growing military pent to i 





nated in US dollars. Shro 


[| took: him to the IMF in Was 
where a new form of financin 


Equador is about to become 
for a loan under tt 


|| export shortfall. Thi 
|. time an Opec member has go 
Joan based on the fall in oil; 
| opens the door for Indonesia if it: 
' to knock, which the IMF thinks it 
given the alternative of more 
tally damaging) austerity if it cann 





| too, possibly for a CFF loan. 


| proach the IMF for some sort of fin 


Baker: new initiative. 





„donesia and China would proba 
come out top for good economic m. 


significantly. 


either Washington or New York 


- ing is none of these, at least as b 


E ff understands — 
"| that both have received héw yen loans ^ 
denominated at current; Father than his- | 





toric, gehe rat 9$ — -US dollar-de 
nominated loans, in effect. | 
e SHROFF'S perambulations 


tried ouf which could be V 
Indonesia. and possibly 


MF’s 
ory Finance Facility (CFF 


nance its deficits externally 


may soon be knocking on the IMF d 
China, too, it seems, may. soon ¢ 


ing to, compensa’ 
sharp fall in its f 
change reserves. 
ton thinking is tha 
fall has further to 
dn because of the i 
in applying the bra 
i the Chinese. ec 
now that administrat 
| controls. have been em 
ed. Em 
© IF Shroff had to 
thesise the views of 
- World Bank, the IMF a 
the US commercial. b 
about the relative - 
Asian borrowers, then 
































agement. No one is explicitly rulin 
a general-debt rescheduling bf 
donesia if the oil price does not re 

But Jakarta’s p 
makers are not short of admir 


same cannot be said of Mala 
though there is a view that the re 
austerity budget begins to come to grip 
with things. China is admired for its 
bold attempts to restructure its econ- 
omy but no one is under any illusia 
about the size of the problem. | 
Banks and bureaucracies, m 
while, are only cautiously optin 
about the post-Marcos Philippines 
and worried about India's rising 
rent-account deficit. Curiously, th 
candidate for a géneral-debt reschedu 








on Park Avenue tell it. It is: 
whose deficits have been’ 
just as.a result of expert 





ternal So 





gris tués does more than cover these events — it com- 
1 neal hdi pais and dite Gea them. NO: businessman 















ric — and. 1 polica re rea nies l of a. at your 
| aS does the Asia Yearbook. 





io in Its 27th Edition - 
e ore 1986 Yearbook , ROW irits 27th year is bigger 
























: of | the year! 5 news Stone e mes 


-As in the past, the Asia 1986 Ye. rook. has an abun- 
dance of charts, tables and graphics to illustrate the 
material, inc aono a futi inary profi e of each regional 
country. . . 


The main body of the ‘Book dnis chapters on 31 








vina to- New Zeal and. 


s Eto lists ‘of 
00k. gives 





o fo eign aidin- 
ndm ks. Each 





countries, ranging from: kin stan to. Japan, from. 


r 








country chapter has a Databox giving essential vital 
statisties. And there is also a statistical round-up com- 
piled against a master NEUES pone by au 
book experts. 


How We Did It. 

Published by the Far Easter 1 Economic Review, the 
Asia 1986 Yearbook is the resut of thousands of man- 
hours of work during the year. Every week, the Review's 
correspondents file on-the-spot reports from every 
major Asian capital and every area of interest through- 
out the region. This leading team of writers, analysts, 
experts and research staff contribute (as they have reg- 
ularly for 27 years) to keep the Asia 1986 Yearbook on 
top of events. To give you Asa minus the r nystery, 
minus the myth. To give you Asia. as on ly the Far East- 
ern Economic Review can. ` i 











Soft Cover: HK$170/US$23.95/£20/S$49.50/M$56.50 
Hard Cover: AK$200/US$27. 35/£23. 75/9458. 50/M$67 
For airmail delivery. please add: | 
HK$55/US$7/£5/8$15/M$17.50 per copy. 


To: Publica&ons Division, "js i l 
Far Eastern Economic Review, 

G P.O. Box 160, 

Hongkong 





Please rush me copy/copies of the Asia ` (986 Yearbook as 
indicated. 1 enclose a Nenegue pus order for 
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| There are fats firm bids for an ailing Thai institution 


By Paisal Sricharatcha T ny y 






| be an easy proposition for. any nev 
. comer, banking experts here noneth 
ee less see the central bank move 
es logical. Commented one: “We have 
c - ME a lot of problems in the financial 
tem. » 
Foreign banks, possessing b xt 
agement expertise and capital. car 
. alleviate some of our problems." 
| same approach was adopte 
| nance-company sector with t! 
entry of Australia's Westpac bank 
Hongkong's Overseas Trust- 
(REVIEW, 31 July). ee 
Meanwhile, sources told thi 
REVIEW that the Bof did not fully ag 
with FBCB (which owned 20% of th 
"affiliated Hongkong DTC) having 
shoulder the full burden of the US 
million that FBCF owed the five US 
stitutions, The Thais’ original posi 
| was that a solution to the debt shoul 
| addressed only after p from 
| DTC's liquidation were distrib 
| among all creditors. 
| The creditor banks all heid * 
| of comfort" issued by FBCB' S fo 
president Kamron “Coro” Tejapait 
(who has since fléd the country and 
| now facing various civil and crim 
| charges) and had demanded tha 
| parent bank honour the commitm 
pin full. | 
| Ekkamol Khiriwat, director. of 
BoT's Banks Supervision and Examit 
tion Department — who was involved 
| talks with the Hongkong commission 
| of DTCs plus FBCF's foreign-ba 
| creditors — declined any comment 
| the subject, saying the matter wa 
| now being handled by FBCB's. 
The Finance Ministry, which holds | board. 
| 
i 
| 
| 
| 
| 
| 
| 
| 
| 
















































PAISAL SRICHARATCHANYA 





a in Bangkok 





ly used to take equity in ailing financial 
outfits alongside official rescue opera- 
tions) has subscribed to Baht 500 mil- 
lion of the new shares. The bank's previ- 
ous shareholders, plus an assortment of 
new local business groups, were close to 
fulfilling the target of another Baht 1 
billion. The BoT has deliberately set 
aside the final portion of Baht 500 mil- 

lion for a prospective foreign-bank part- 
ner. 


ix weeks after the. ailing First Bang- 

9 kok City Bank (FBCB) was put 

under a Bank of Thailand (BoT, the 

central bank) coordinated rehabilita- 

tion, it is on the verge of resolving prob- 

lems with the foreign-bank creditors of 

its Hongkong deposit-taking company 

(DTC). But the crucial issue of inviting 

a new foreign-bank partner — to help | 

improve FBCB's management as well as | 

bolster its funding source — appears to | 

have made little headway. | 

Informed sources told the REVIEW | 

that FBCB's newly elected board, | 

chaired by BoT assistant governor Man- | 

sch Kanchanachaya, is expected soon | 

o approve a BoT recommendation for 

rBCB to honour US$19 million owed to | h 

five US banks by FBCB's Hongkong af- | with FBCB, and is among its major | 

filiate, First Bangkok City Finance | creditors. It is understood that the 

(FBCP), by restructuring the debt into | offer was subsequently turned down 
| 
| 
i 
| 





direct jurisdiction. over the central However, sources said the Th: 
subsequently agreed that the lett 
of comfort would have to be hono: 
because to do otherwise would tarni 
the country's reputation — since 
documents are an accepted form 
security in normal banking praci 
Some of FBCF's creditor banks . 
have outstanding credit lines t it 
FBCB. ats 
According to the same sources, 
Thais in turn insisted strongly to the 
Hongkong commissioner that he should 
| no longer accept such documents, 
cause they could become an instt 
of fraud. | 
Under the agreement reached. 
pucr the letters of comfort are t 
be converted into FBCB guarantees an 
the US$19 million will be repaid ove 
five years, with repayment starting fro 
| the third year. Since the BoT wi 
| considerable influence over f 


bank, is believed to have initially ap- 
proached the US bank Manufacturers 
Hanover Trust with the offer of a man- 
agement contract. The US bank has | 
had a long-standing relationship | 





an aggregate five-year term loan includ- | on grounds that the timing for such 
ing a two-year grace period. | an investment was not right, since the 

But the continuing negotiations with | US bank is already in the process of re- 
several foreign banks to buy up 25% of | assessing its business strategies MONS 
FBCB's Baht 2 billion (US$76.9 mil- | wide. 
lon) new capital may prove to be a 
more time-consuming exercise. Strap- 
ped with a combined Baht 5.1 billion in 
bad and doubtful debts, the central 
bank decided on 3 July to institute the 
rescue package whereby FBCB's 
former capital base was substantially | 
written down (to partially offset the 
losses) before the new equity increase 
REVIEW, 17 July). 


ócal newspaper reports mentionec 

three Japanese banks — Fuji, To- 
kai and Mitsubishi — as other interested 
parties which had approached and were 
holding talks with the Thais. Set agains: 
the BoT's rigid regulations on permit- 
ting foreign-bank branches — the last 
such licence was granted to the Euro- | 
pean Asian Bank in 1977 — the Japan- | new management — Man ch.is chair 
ese are said to have a keen interest in ex- | man of both the main b | 
panding their foothold here. Butthough | cutive board — a final endorsement o 
they are loaded with cash, the J apanese ` the deal is expected to be just a for 
banks are seen. as s inferior to their US | Puy. | | 





"so far, the BoT-managed Fund for 
Rehabilitation and Development of Fi- 
nancial Institutions (originally designed 
as a deposit-insurance body but now sole- 
























By Bruce Foscoe in Tokyo 


12.5% stake in the pre-tax profits of | 


Sachs and Co. 
nifies the desperation of Japanese banks 
to diversify into the global investment 


icularly the freeing up of interest rates. 

- Sumitomo, the world's third-biggest 
bank in terms of assets, and Goldman, 

anked sixth in the US ia terms of capi- 
tal, expect to finalise the limited- 
artnership agreement by late 
iovember. Sumitomo will have no vot- 


— 


ontribution to be converted 
ture. Considering that Goldman's 1985 
pre-tax prcfits were estimated at around 
US$500-600 million (the privately held 
nvestment bank does not publish its 
rofits), Sumitomo would stand to gain 
a4 return on its investment of at least 
12% if Goldman maintains its profits. 

- . Access oy each side to each other's 
international client base is regarded by 
'Okyo securities analysts as the most 
ignificant p part of the deal. Sumitomo's 
10ve is timed perfectly to grab, indi- 
ectly, a bigger part of the booming Ja- 





H 30 June 





yE 19b 






S$5119m 
(US$23.6m 





H30 June 





.H30June | S$51. 35m | 
| (US$23. 9m; | 





pM 31 Mar. 


umitomo Bank's decision to buv a ` 


New York investment banker Goldman | 
for US$500 million sig- - 


yanks need new lines of business to | 
ompensa:e for a declining rate of pro- . 
itability resulting from the Ministry of |. 

nance's (MoF) slow but sure liberali- | 
ation of domestic capital markets, par- | 


ng rights, though it expects its capital 
into ; 
yoldman equity of some sort in the fu- 





9. change 


Sumitomo's stake in a us bank may be just the beginning 


| panese investment in US Treasury and 
corporate securities. Partly to depress 
the value of the yen, the MoF is moving 
to free up capital exports by insurznce 


| companies, agricultural and city banks, 
| pension funds, and even the postal sav- 
banking and securities business. Barred t s institutic 
from most securities dealings in Japan | rently 
by regulations separating the banking | 
and securities industries, Japanese city | 






itution. Such exports are cur- 
ed to 20-30% of assets. 





ill want to manage as large a share of 


these as possible. As profits frem these. 


investments will accrue also to 


|, Sumitomo, the Japanese side is expect- 
, ed to make less use of the services of Ja- 
| panese securities firms' US operations. 
|. Some Japanese analysts regard this as 


the most awesome consequence of the 


Sumitomo deal, considering the sheer 


size of the bank's commitment. The 


. US$500 million Sumitomo is putting up 
will at least double the capital invested 


by .Japan's “Big Four" (Nomura, 


| Daiwa, Yamaichi and Nikko) securities 
| companies in their US subsidiaries. 


S observers regard Sumitomo's 
US$500 million as a bargain-basement 
price for a profit share as high as 12.595 


/— a better return than US bonds and 
more than most, if not all, respectable 
‘securities of the sort Sumitome would 


buy overseas. Goldman, however, has 
courted Sumitomo's cash injection in 


order to finance a global expansion, and | 


the extent to which such capital spend- 


| Since its entry into Japan, Goldman: 
has closely monitored growth in Japan- 
_ese pension-fund assets, and through. 
the good offices of Sumitome clearly 











































Sumitomo: 7 


| n can direct to 
in Japan „is unclear. 
Sumitomo cannot deal on Japanese 
stock exchanges, and in any event, 






Goldman was one of the six foreign 


securities companies to win a seat on the 
Tokyo Stock Exchange late last year. 

Goldman may be able to direct foreign 
investors in search of yen securities such 
as Japanese Government bonds to 


| Sumitomo, as Japanese banks can sell a 


portion of these. On balance, it would 


‘appear that Sumitomo will be taking 


business to: Goldman, in return largely 


-for experience in investment banking 


and global finance in the US market. 
Sumitomo, the keenest of Japanese 


banks to get into the securities business, 


will want to apply this experience also to 
Japanese markets when, if ever, the 
MoF erases the already-fuzzy line of de- 
marcation between securities and ba** 
ing. There has been no suggestion 

Tokyo that because a major Japanese 





. banker is pushing further into interna- 


tional securities dealing, Japanese secu- 
rities companies, such as Nomura, 


which want a banking licence in Lon- 


don, may follow the reverse tack of ex- 
panding into foreign banking activities. 
What is certain, however, is that Japan- 
ese city banks will attempt to follow 
Sumitomo's lead in establishing a 
beach-head in the US. markets. , 

US and Japanese financial-regulat- 
ory authorities are yet to approve «the 
deal. Both partners would appear to be 
confident that the absence of voting 
rights for Sumitomo will avert a breach 
of the US Glass-Steagall Act which pro- 
hibits commercial banks from dabbling 
in securities transactions and invest- 
ment banking. . 
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f T Y RESULTS 





% change Dividend 





‘Turnover | 


















|] v587 63b 
| (US$3.3b) 


Massive increase in turnover was due to trading in Broken | 
Fill Proprietary Co. (BHP) options, warrants and physical 
stocks. Profit would have been A$9 million higher if BHP | 
holding was not equity- -accounted. 


Drops in profits and sales were attributed mainly to yen's 
appreciation against US dollar. 


Profits were adversely affected by. difficult business | 
conditions since mid-1985, though there has been further | 
growth inloans and ee | 


Results hit by falling interest rates anc hig^er provisions for 
possible loan losses. ; 


Total revenue M$1.33b vs MS” .32b in previous year. 




























































a rebou nd 


Singapore should now show 
growth of some 1-2% this yoa 


















By Nigel Holioway in Singapore a | 
Q inzepore celebrated its 21st birth- 





day on 9 August with the best set of 


economic figures since the recession 
began early last year. The economy 
grew by 0.8% in the second quarter of 
1986, the first expansion in five consecu- 
tive quarters, and the Ministry of Trade 
and Industry now expects Singapore' $ 
gross domestic product to rise by 1-2% 
this year, reversing an earlier prediction 
of a 1.5% contraction. But Prime Minis- 


ter Lee Kuan Yew and his senior gov- 


ernment colleagues continue to stress 
it the city-state, now officially de- 
ibed as a “middle developed coun- 
try" (MDC), is not out of the mire yet... 
Tax cuts, reductions in corporate 
contributions to the Central Provident 
Fund, a weaker currency and higher 
growth this year in industrialised coun- 
tries have all played their part in Singa- 
pore's recovery. Manufacturing grew by 
4.196 in the second quarter, compared 
with the year-earlier quarter, having 
shrunk by 7.496 in the first quarter. 
Electronics grew by 25%, thanks to a 
rise in worldwide demand for semicon- 
ductors and computer parts. 
Transport, communications, finance 
and business services comprise a bigger 





slice of GDP than manufacturing and 
they continued to perform reasonably. 
Financial markets and business | 


well. 
services grew by 4.4% in the second 


— 


. Japan „Taiwan 





S Australia 


60 a 
New Zealand . | 
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mains the weakest 
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quarter, faster than in the previous five T te 
quarters, but far below the growth rates 
achieved in 1979-84. Construction re- 
sector, having 
shrunk by 16-29% in each of the past 
five quarters. The level of building ac- 
tivity is now at 1982 levels. 
Hotel-occupancy rates rose margi- 
nally to. 63% as room rates were slashed 


by a fifth. As the latest US Embassy re- 


port on Singapore’s economy points 
out, “a massive overhang of empty new 
hotels, apartments, warehouses and of- 
fice space” continues to dog property 
firms and the banks. 

A main reason for the poor showing 
of Singapore’s traders is that the com- 
bined value of exports and imports fell 
by 10% to $$50.5 billion (US$23.3 bil- 
lion) in the first half of this year, though 
the total volume of cargo handled rose 


| by 9% (it was up 15% in the second 


quarter). Oil exports fell by 2176 in 
value between April and June, owing to 
the drop in oil prices. Re-exports over- 
all fell by 12% because of the recession 
in Malaysia and Indonesia. 


1986 
(end monthj 





iweekly values) 


968 FACTOR COST 


(% change over year-earlier quarter} 


: 1 ^ 
Source: Department. ct Statistics. 


| Hlusioned,” he suggested. The k 


_ and local) in manufacturing are exp 
| ed to reach $$1.4 billion this year, 
| said, 27% higher than in 1985. 





! clear-cut, according to the prime minis 
ter. The transition to a more ma 


. Second generation of leadership w 
. ing the economy out of recession. 


_ of the top ministers were given hon 
. able mention in his speech. 















He saat S year ay i ti 
lost if workers do notg 
exercising wage resti 
| The size of the task 
. lustrated in a US Em 
report, which es 
that average wage cost 
year for production work 
] were US$2.44 an h 
- about 70% above- 
Korea and Taiwan and 
above Hongkong. [E 
D 


































In his National 
a«»Raéy broadcast, the prime 
Ker rend that personal and company X 
would be reviewed "in a few b 
further reduced if necessary" 
count of tax changes in pe e | 
Overall, though, as befits Singa 
status as an MDC, it must accus 
self to the prospect of 3-5% a 
growth in the future, compared wi 
| 8- 10% expansion of the past 20 year: 

“To hope for a return to high gro 
is to be unrealistic and to be 









































attract the right form of investmei 
Certainly the quantity is encouraging 
total investment commitments (foreig 


The political effects appear to b 


economy is coinciding with a move 


has proved its ability to govern by E 
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RESH crisis in Malaysia dampèned m 


rate building activity. 


4 UALA LUMPUR: Profit-taking cut. into some eo 


gains of the immediate post-election p period, 


ough volume was quite high at first. Investors’. 
ntiment was helped by the absence of any civil. 


disturbances after the poll, dut the 
/anished with the announcement 


icis sentiment but did little to harm neigh- 
uring Singapore in the period to 11 LAE New Zealand led gainers, buoyed by cor- 


a 


f the suspen- 


ion of 23 deposit-taking ccoperatives on 8 Aug. | 


several quoted companies have strong links w 
ome of the cooperatives and these came under 


vy selling pressure before and after-the 


kend. Fraser's Industrial Index lost. 19.58 | 


nts to finish at 2.425.78 while the average vol-. 


e of shares traded was 8.17 million a day. 


ZEALAND: A spell of modest. profit- akin 
in the period was swiftly overcome and the - 


ket pushed decisively on to a series of new 


aks. Barclays Index’s 2,900-point level was: 
ached easily and the market ended the period 


"on the way to 3,000. Corporate building ac- 


y was primarily responsible for the latest surge | 


buying activity, with investors uO: to rem- | 


cash received. 


'"RALIA: With the Be deskan to cut oil | Analysts attributed the sluggishness partly to the 


ut, investors re-appraised the marked- down. | effect of market-cooling restrictions on buying in 
tecent weeks by the Ministry of Finance, coupled 
. with worries. in mid-period regarding the US Jen- 
. kins Bill vote, and the 

. Insurance shares fared the best, rising 14%, fol- {4 
| lowed by non-ferrous metals, up 5%. Cars and Hopewell 
1 „textiles declined the most. 


oleum sector, as shown in a bid for onshore. - 


ucer Vamgas.by National Mutual Insurance. 
and natura 
, which were also buoyed by firmer expecta- 
of a sharp deficit cut in the 19 Aug. federal 
get, and a steadying Australian dollar. Cau- 
-overtook the oil sector midway through the 
od, leading to profit-taking. But surging pre- 
metal prices overseas handed the market 
| to gold stocks, with a leap in the gold index 


x. This showed a 33.7- -point gain for the 
ad to 1,153.9. 


-gas stocks led a recovery in mar- 


SEOUL: The composite index fell 3 


growing fears of government action against Re- 
liance Industries for mis-use of bank funds. A ban 


< on forward sales of Reliance shares further rocked 


confidence. Prices lifted at the end of the period on 


-speculative buying. | 


SINGAPORE: Counters rosz firmly on 11 Aug. 
after Prime Minister Lee Kaan Yew gave an en- 


couraging picture of economic prospects for the 


rest of the year, but Malaysian shares lagged due 


to the uncertain financial outlook in Malaysia. 
Haw Par and Yeo Hiap Seng were among the most 
active stocks, the former because of bid specula- 
tion and the latter because of improved trading 
outlook. Intraco, which successfully spurned a 
takeover bid from United Industrial Corp. in July, 
was again in the spotlight, rsing 9 S cents (4 US 


cents) during the period to S$2.06. Fraser's Index 


rose 105.78 points to 4,520.92 while share volume 
averaged 15.95 million units a day. 


.16 points 


over the period and trading was dcwn Won 5.4 bil- 
Hon (US$6.1 million) to Won 24.8 billion. 


e prospect of oil-price rises. 


-TAIPEI The market bottomed out, at least tem- 


| porarily, following the big se 'l-off of the previous 
| period that had been set off by jitters over US 
in the period that held up the All-Ordinaries | 


. pressure on the central bank to revalue the NT 


jf 1,931.29 before falling back on profit-tak- | 
0 close the period at 1,927.04. Turnover was a | 
HK$590.87 million (US$75 .8 million) aver- | 


a day, sustaining the momentum. 


KYO: The Nikkei Stock Average closed the. 


riod better at 17,479.11 points. Average daily 


nover of firs: section stocks was 399.64 million | 


RID 


yen boosted stock purchases, though profit- 

g was apparent as losers such as Nintendo 

jowa Shell Sekiyu fel! 10-20% im value. 

hose which gained 20-30% were Meiwa 

g and Mitsubishi Belting. Securities com- 

: are. prices rose swiftly, led by the Big 

Nomura, Daiwa, Yamaichi and Nikko), 
se prices each hit. a record high. | 


ie BSE Index improved towards the | 


f the pericd from a mid-week vd of 361. 74. 


collar plus possible protectionist moves against 


the island's exports to the US, its largest market. 


ps | The weighted price index fell below 880 points on 6 
3KONG: The market continued to enjoy in- | 
onal buying interest, with activity concen- 

:d on blue chips. Generally good corporate re- - 

id low price/earnings ratios continued to at- . 
nvestors and the Hang Seng Index rose toa - 


Aug. before starting back up again, managing to 
dose the current period at £94.62. Trading was 


.moderate overall, with transactons averaging 


NT$2. 13 biliion (US$56. 8 mibion) a day. 


EANGKOK: With the approaching dividend- -pay- | 
ment season, selling pressure 2ave way to buying, 
lifting prices during the period. Despite the ex- 
dividend status at Thai Farmers Bank and Siam 


Cement on 8 Aug., the market managed to hold 


- firm. The Book Club Index improved by 0.48 of a 


its. Continued, albeit slower, appreciation of | 


point to close the period at 128.24. With the help 
of big-lot transactions at Thai Farmers Bank and 
Siam Cement, and direct deals at several coun- 


ters, total turnover for the period amounted to o | 


3.17 million shares. 


| MANILA: Investors’ interest shifted from mining 
issues to commercial-industrials and a few oil 


shares as the market markec time after a tech- 


n:cal correction in the previous two weeks. Aver- - 
age turnover was up 3.7% to P21.46 million. 


(L S$1.1 million). Brokers saythe market remains 


fundamentally bullish. Market indicators re- 


Covered from early eS to record modest gains 


di at i close. 
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eESR with Visual Display 
and Floppy Disk Drive Unit (ESR-VDU/F) 





elligent Teleprinter with 
ext Editing Capability 


ie next generation of electronic teleprinters is here today 
the ESR version of the Oki MT100N. Drawing on more than 
zentury of experience in telecommunications and electronics, 
<i has developed a compact, lightweight teleprinter fully 
nforming to CCITT Recommendations (Series S). 

ie ESR-VDU version comes complete with a 72-character 
19-line CRT display. An optional floppy disk drive makes 
ailable an even greater volume of text processing capability. 


"ully electronic design 
nterface flexibility 

Minimal maintenance liability 
Quiet and simple operation 
3ilingual capability (ASR) 
Nide model range: RO, KSR, ASR, ESR For more information, contact 


Oki Electric Industry Co., Ltd. 
Information Systems Group 

10-3, Shibaura 4-chome, Minato-ku 
Tokyo 108, Japan 

TEL: Tokyo 03-454-2111 

TELEX: J22627 























he June "Tourism" issue of China 

Reconstructs described Gulangyu 
island in Xiamen as “A pleasant place to 
relax” and “wind up and down the hill 
between well-preserved foreign-style 
villas, many of which are now 
clubhouses for foreigners.” True, it is a 
pleasant place. As the Chinese would 
say, “there are hills, there is water, 
there are trees" — the perfect combina- 
tion. There are beaches. some tree- 
lined avenues, no vehicles allowed — 
not even bicycles — and, yes, many 
foreign-built villas. However, “well- 
preserved” they are not. They are still 
standing because they were built solid- 
ly, though most are slowly crumbling. 

he orly serious attempt at preser- 
vation, and indeed renovation, has been 
made at the Seaview Garden and Hotel. 
Ihe garden is still beautiful. Flowers 
thrive even on neglect in this sub-tropi- 
cal climate. The International Club of 
the early 1900s has been renovated, and 
is now a restaurant and disco, complete 
with lasers. Of the foreign villas which 
used to house consulate staff, some 
have been renovated, most have not. 
They stand in varying levels of sad 
decay, their broken beams and stair- 
cases a danger to those intrepid enough 
to explore. 

Even those buildings which have 





been renovated are not likely to last. 
The low standard of decoration anc up- 
keep suggest that things have been, and 
are. done in the cheapest way possible. 
The Sezview Hotel lies almost empty 
for much of the year, and the large staff 
idle awav the hours. 

The Seaview Hotel is not a glowing 
example of what is planned for Gulang- 
yu. The island has huge potential for 
tourism, and Xiamen's leaders would 
like to exploit it to its full. As vet, there 
are no clubhouses for foreigners. There 
are two Chinese-run hotels which re- 
ceive foreigners. Another newly built 
hotel cannot yet accept foreigners, but 
Is reasonably efficient and comfortaole. 
Construction was under way on another 
hotel, but the Chinese investment ran 
out, and it remains a rather ugly empty 
shell on an otherwise unspoilt shoreline. 

Cruise ships occasionally stop here, 
and foreign tourists wander fer a few 
hours through the gardens and climb 
Sunlight Rock, the No. 1 scenicsoot. But 
by and large, few foreign toursts stay 
here. By contrast, a ferry arrives twice a 
week from Hongkong, carrying large 
numoers of Overseas Chinese. The old 
come in search of Chinese medicires, 
and to have a last look at the motherland, 
the young to discover their roots, and 
evervone comes for a family reunion. 





Chinese come from all over China. 
too. For some years, the Seaview Gar- 
den was a rest home for weary cadres. It 
is still a “get away from it all" resort 
Both big hotels on the island are popu- 
lar centres for conferences which for 
various obscure reasons have to be held 
in the sun. The army, too, is very at- 
tached to Gulangyu, and is reluctant to 
admit that they might no longer be 
needed here in such force. Everywhere 
there are hostels. Many work units — 
even the Catholic Church — run one 


rade in shops and restaurants 

booms. The general attitude among 
both tourists and residents seems to be 
that any enterprise which is privately run 
will offer better quality. The main street 
is lined with shops selling souvenirs. 
cassette players, anc women’s clothes 
brought in from Hongkong. Workers in 
Xiamen get a Rmb 25 (US$6.8) per 








month supplement because living in the 
special economic zone (SEZ) is so ex- 
pensive. One imported dress may cost 
an entire month's income, but the ele- 
gant and fashionable women are evi- 
dence that these clothes sell well. 
Restaurarits serve frozen sea earth- 
worm, frog, shark, and all the seafood 
for which Fujian is well known. They 
cater mostly to the tourists. Prices are 
high. A plate of prawns m cost Rmb 
30. People who live on Gulangyu turn 
up their noses at the restaurants, which 





are blamed for a mysterious spread of | + 


liver disease. Still, throughout Xiamen 
your status is symbolised by what you 
eat, drink (no bottles of Coke, only cans 
contain the Real Thing — at five times 
the price), by what you wear, and what 
you smoke. 

There are remnants of the old-style 
foreign influence. Very old men may 
speak surprisingly good English, there 
are two well-attended churches, and as 
the official guidebook says: “On a mid- 

mer evening, when you are walking 

he clean streets, you can hear the 
sweet music of pianos coming from the 
villa-style houses.” But these days you 
are just as likely to catch a Southeast- 
Asian version of Madonna wafting from 
the windows. 

In some ways, the clock is being 
turned back. I wonder if it is really pro- 
gress to try to make Gulangyu once 
more into a foreigners’ enclave. Housing 





Gulangyu: sad decay. 


in Gulangyu is generally slightly better 
than in Xiamen. The old foreign villas 
have large, airy, high-ceilinged rooms. 
But if a person from Gulangyu marries a 
person from Xiamen, they must go to 
live in Xiamen. And many of the fine 
old houses belong to Hongkong 
Chinese. For years, they could lay no 
claim tó their property. Now they can, 
and the result is that tenants of many 


years standing are being made to leave : 








their homes. The reinstated landlords 
want much higher rents for their rooms, 
or they wish to leave their rooms vacant, 
worried lest anyone should once again 
take charge of their property. 

Gulangyu is a small island. It only 
takes two hours to walk round it, and its 
population is about 20,000. Yet it is the 
focus of tourism in Xiamen SEZ. It is 


| not a place to come on business — fer- 
! ries are inconvenient, and hotel com- 


munication facilities are r. There 
are joint-venture hotels in Xiamen city, 
and these cater to the business commu- 
nity. But in turn, these hotels are not 
really the place to go for a holiday. 


4| Xiamen city is noisy, and dusty, and 


bustling. The hotel with the best 
facilities (the Mandarin) is in the middle 
of the industrial zone, which at present 
still looks like a deserted construction 
site. It has priced itself out of the mar- 
ket and responds to its lack of profits by 
raising prices further. 

Tourism is rightly seen as one of the 
most important aspects of Xiamen's 
development. As the government reins 
in on foreign exchange, and as foreign 
businessmen have slowed their perhaps 
precipitous rush into Xiamen, the hotel 
trade may be affected. But Xiamen has 
the climate, the surroundings and the 
steady influx of Hongkong and Over- 
seas Chinese. At this level, tourism 
seems stable and long term. 

— Catherine Sampson 





The Garden Hotel, the best place for the visiting 
Guangzhou has the perfect businessman to stay. 
business formula. 


And with your business 
flourishing, theres always time 
for pleasure. In The Garden. 


A finely tuned balance of 
Western-style comfo 
advanced com tions, 
motivated staff and a com- 
prehensive range of sporting, 
dining and entertainment 





For reservations please contact 
your travel agent, or: 


* SRS — Steigenberger Reservation 


: Service 
amenities. 
* The Garden Hotel Tel: 773388 
In the hotel, you'll find Tix: 44788 GDHTL CN 


Guangzhous finest Chinese 
and Western cuisine, plush 
surroundings and efficient 
business facilities, making it 
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'The Garden Hotel 


GUANGZHOU 





xe Managed by 
HF) The Peninsula Group 








COMMERZBANK W 


»Success 
is knowhow 
in action« 


{ ommerzbank, one of West fund-raising operations — in DM, US 
Germany's Big Three financial ^ dollars, and other key currencies — as 
institutions with consolidated assets of well as stock exchange introductions 
over DM 135 billion, has built up a and M&A transactions. 
cr roardegur y salas EE REN 
ng i Long-standing expertise in portfolio 





Commercial Banking: maragement, investment counselling 

A mainstay that dates back over and broker/dealer services for both 

eleven decades of strorg involvement institutional and private investors. 

in Germar ys traditionally extensive 

global tracing activities. Find out how you can benefit 

Investment Banking: from the financial muscle and human ! 

An impressive record cf managing resources of a leading German bank. Commerzbank 
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LY TO THE ASIAN GAMES WITH 


THE STRONG FAVORITES. 














This September, Asia’s finest athletes _ — — —— 
will be competing for honors at the abe 
tenth Asian Games in Baghdad 


Seoul superb service, frequent sche- 
— | "okso dules, and all the comfort and 
i] | | convenience of Prestige Class. 


Seoul. s Af fd Taipei | Fly to see the champions with the 
And there's no better Jeddahd fo, HA" s a | champions. Korean Air. The Official 

way to cheer them'on than by flying the airline = '/ | ^ - Airlineofthe 1986 Asian Games. 

that has already been honored — Korean Air.  kuals Lumpurd ^ 0ERS 


Korean Air has been named the official carrier for 


/ | 
the games. And with good reason. We offer non-stop REAN AIR 


flights to Seoul from all the major cities in Asia. With OFFICIAL AIRLINE OF THE 1986 ASIAN GAMES. 
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of peace and tranquility be found riches and such luxury at sucl 
in the heart of a bustling city. surprisingly affordable prices. 
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E Shangri-La hotel 


SINGAPORE 


ere elsevbut the Shangri-La. 
nsistentlyacclaimed as one of 
> best hotels i in the world. 
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STRALIA STD FREE (008) 222 448 + LONDON (01) 581 4217 * TOKYO (03) 667 7744 * USA & CANADA (800) 457 5050 
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BREAKTHROUGH: 


ADD BLADES 
TO A HELICOPTER 
TO MAKE IT QUIETER. 


The sound of a helicopter providing life-saving 
speed for the ill and injured, or a fast response by 
law enforcement agencies, has been a welcome 
intrusion. But now, as our helicopters go about 
doing good, they can do so more quietly. 

Traditional helicopter designs have tail rotors 
with two blades which must rotate rapidly to 
provide directional control. Our engineers devised 
a slower-turning, four-bladed rotor that provides 
equal control but reduces noise by fifty percent! 
This better way to fly not only "i. keep 
Ed 


safe and Pei it helps our military 


e des put t their missions. 
ing bn -— ghs that makea difference 
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I refer to Nigel H Holloway’ s report, Par- 
liamentary probe [14 Aug. |. Referring 
to the extension of appointments of the 
chief justice and attorney-general, he 
|| said: “The Opposition MP [meaning J. 

|: B. ipe aur m| added that he could fing 
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DUM is LA wrong. Jeyaretnam 
stated that the chief justice's reappoint- 
|| ment was gazetted. He complained only | 
|| about the attorney-general's extension 

because it was not gazetted. | 
| M the constitution, the attorney- 
| general is ap ointed by the. president, 
ctir th advice of the prime minis- 
‘consulting the chief justice and 
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motto gazette. his extension, because un- 
like the extension of chief justice, it was 
andi is not ot constitutionally required. 
Qu Ct ee James Fu Chiao Sian - 
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e The. error is -— 


d J. B, Jeyaretnará i in his letter [14 Aug.] 
|| denied Nigel Holloway's report that he 
|| had claimed that absolute privilege pro- 
1: hibited him from giving evidence before 
the Commission of Inquiry. 
The Commission's Report (pages 55- 

|. 58) explained that in the morning of the 
|| hearng, Jeyaretnam claimed. privilege 
||. but said he would waive his privilege 
provided he was given. an assurance that 

| four people would be called as witness- | 
.| es. In the afternoon, he reversed his 
|| stand. He now claimed that his privilege 
amounted to an "absolute prohibition" 
^] and that “it’s not a privilege that can be | 
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Jacqueline Rees : 
Jayanta Sarkas waived.” 
EESPERE | PS He denied he claimed “absolute pro- 
ias D. CUT. n 
James Bartholomew (London, hibition" when debating in parliament 


ik bin islam (Brussels), Therese Obrecht (Geneva) 


- Husa Hagan, Mohammed Aftab on 30 July. The Minister for Home Af- 


| fairs arranged for a video-recording to 
| be replayed. MPs present, including 
Jeyaretnam, watched him on video stat- 
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switching his stand in the afternoon. 
| You printed Jeyaretnam's letter re- 
|| futing your correspondent's report 
dM without comment. Have you nothing to 
> ||. say in-defence of the truth of your re- 
port? Are you not interested in the 
truth? Or are you more concerned to 
. protect the reputation of an opposition 
. MP you have so sponsored as a cham- 
pionof democracy? James Fu Chiao Sian 
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: e Nigel Holloway replies: James Fu 
i Printo by Yee Tin Tong Printing Press, Lid, Tong Chong Street, 
A y, Hongkong. 


asks us to comment on the factual ac- 

curacy of our report. But, in our view, 

Jeyaretnam, in his letter, was giving his 

interpretation of what went on in the 

commission of inquir, We chose not to 

respond to interpretati on, s preferring | p 
f | | : 
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irman of the public service com- 
The attorney-general chose | 
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ing one position in the morning and:| 
| was interesting. Except for one para- - 


| result of first-hand observation. 


| Saipan has “reverted back to the rural 


| lively. It is interesting to note that th 





party. 


We stand by the accuracy. of o our report 
[| REVIEW, 31 July] which was based ona 
video recording of the proceedings and | 
the report of the commission of inquiry- 
(reference: Command No. 12 1986). | 


Ti 





For most of. the time, the people of the 
-world only get to read what the Indian 
Government wants them to read. False 
propaganda is its only weapon against 
the Sikh cause. Punjab Chief Minister- 
Surjit Singh Barnala claims that only a 
handful of militants want Khalistan; 
that Sikhs in general are delighted to 
stav with India. This is exactly what we 
expect from a Pee of the Congress 


How can we expect this man to re 
resent the Sikhs when he cannot even go 
to a Sikh temple to pray without a truck 
| load of Indian bodyguards? E 
As for his Akali Dal, the only reason 
| that people voted for it is that it w 
rof the two evils. Better a pa 
the Sikhs for whatever it is worth than a 
y of the central government. To 
th nk that the Sikhs voted for the Akal 
Dal because they favoured their policy 
of staying with India i is wishful thinking 
indeed. 2 
Thanks to the REVIEW [10 July] e d 
your correspondent Robin Jeffrey fo 
hitting the nail on the head, particula 
when he wrote that the popularity of th 
pictures of Sikh martyrs sold in. th 
bazaars of Punjab provide an accurat 
opinion poll on the feelings of the Sikhs 
. Sikhs decided on 6 June 1984, whe 
news of the attack on the Golden Tem- 
ple first leaked out, that the time for in- 
dependence had come. The remainder 
- were convinced by the holocaust of 31 
October 1984, after Indira Gandhi 
sassination, when thousands of S 
were butchered in the streets of India 
cities. 

Kuala Lumpur 




















Growing Saipan 


Ian Buruma's article on Burma (31 July] 
graph, it was incisive and apparently the 


I must, however, take exception to 
his lead paragraph which is misleading 
and inaccurate. While it is true that the 
Japanese did develop a sugar and rice 
trade, it was not as rich as Buruma - 
suggests. Neither was it for the benefit - 
of the Saipanese. The statement that 


stupor that existed before the Japanes 
brought it briefly to life," is incorrec 
saipan is growing rapidly and is ve 





i is C due to the vest J: 





- Pacific region. tsr e 
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A high proficiency, inte E disk ni ab mos 
F rial o mest rigid à credules ar are es- 


cde five years "editing g penere. 


An attractive salary paid in US Dollars formally free of tex, and 
nge benefits such as housing ucation, dependency and 
settlement allowances are offered, including relocation | to Manila. 


Interested persons are invited to send in their curriculum vitae, to: 


REF. NO. HK859 | 
HUMAN RESOURCES DIVISION 
AGIAN DEVELOPMENT BANK 
an P.O. BOX 789. . 
“MANILA, PHILIPPINES 


AGRICU ILTURE tue: OF 


pen 1987 to assist d in athe ep ng/develop- 
. ment of staff capability and also to develop career 
path training within the overall man-power plan of 


the organisation. Good remuneration package in- | 
cluding motor vehicle and furnished accommoda- 


“tion at nominal rent. Closing date for epplications 
js 7 November 1986. Please write/telex the 
nder-mentioned for job description and other 


The Manchester Unity 
Building is one of Melbourne's 


most sign ficant buildings. 


Located ir: the heart of 
Melboume directly opposite the 
Town Hallon the city’s busiest 
comer - Collins and Swanston - 


| | Streets, the site is absolutely 
| - superb, 


The building isin excellent. 
originat condition and represents - 
aunique opportunity for 
inci ae or investment. 


“The ‘building is currently 
substantially tenanted, but 
near vacant possession can be 
offered after Dec. 1986. 

‘This prime property will 
be auctioned at 3pmon — — 
Thursday October 16th, 1986 
in the National Mutual Theatre, 
447 Collins Street, Melbourne, — 
For further information contact 
Raine & Home Commercial 
227 Collins Street, Melbourne. 
Australia. Telephone ; 
61-3632821. 


announcement ts 


addressed to: 


erm is and conditions: 
Deputy Managing L Director 


.. General Sales Manager 
Far Eastern Economic Review 
7th Floor, Centre Poin: 

| n181- 185 Gloucester Road - 
E Papua N New Guinea | ) 


Telephone: ; 59255. NC 
Telex: NE22295+ 





$ President Corazon Aquino notches up six months in | 


28 August 1s 1986 


| power, the political scene in the Philippines is becom- | 
increasingly distorted by in-fighting and factionalism. : 


nflicting policies and personal ambitions among some = eer tt 
à | BI OIONAT AFFAIRS 


ino's ministers, watched by a suspicious military, : 
reated an air of uncertainty. Waiting in the wings is 
lerground Left, which appears to be manoeuvring to 
dvantage of the period of ‘democratic space’ follow- 
downfall of Marcos. Manila bureau chief James | 


nd chief correspondent Rodney Tasker weigh up the 
political situation in Manila, with the aid of an exclu- 
ino hile Manila. correspondent Jose Galang monitors 


ity's 
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| Australian Treasurer Paul Keating has 


Cover nares by Lui Mo Ping. 


Page46 


«X | | forecast a budget deficit below most 
v- | expectations for the 1986-87 fiscal 


arges sand denials ihrøšten Britain's S. 
continued recruitment of the legen- 


dary Nepalese warriors. 


group's 


unaeng assumptions. 


Page 48 


Japan's big trading houses find that 
countertrade takes up an increasing 
percentage of their business with 
China. 


Pages 50-52 

The 'sisters' of the Bank of China 
group have expanded their presence | 
in Hongkong at a rapid pace. But the 
lending growth has not 
matched its gains in deposits, as it 
concentrates on market share rather 


than profit. 


‘Pages 53-54 
Tan Koon Swan says he intends to 
plead guilty to one of the charges out- | 


ed standing against him in the Singapore 


Pages 15-16 


The US suspends its Anzus brea AS T 
ligations with New Zealand, but Wel- |. 


| 
E 
| 
d 
| 


lington still hopes for non-nuclear co- 


operation with a a and Can- 


berra. 


courts. Across the Causeway, Malay- 


| sia’s troubled credit. cooperatives 
_ May getarescue fund — at the cost of 
more direct central-bank control. 


Page 57 
The Philippines plans to launch - a 
US$250 million fund aimed at convert- 
ing part of its foreign debt into equity 
holdings. . 


Pages 66-68 


| India's Reliance group moved beyond | 


its traditional textile base during the 


| early 1980s, growing by leaps and 
| bounds in the process. But its drive 
| has stalled in recent months as its 
| founder has fallen ill, and attacks by 


nee in the government and press 


E drive down its share price. 


Si ngaporerevisesits Securities Indus- 
tries Act after the industry expresses 


VE qualms. over the original wording.. 


` Pakistan: Atest of strength 


' Nepal: The Gurkha incident . 


| Sri Lanka: The devolution dilemma 
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| year, but there are doubts about his | 


| 
1 
1 
| 
| 
i 
| 
F 
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. Thailand: New political waters 
Diplomacy: Adrift from Anzus 
The fallout continues 
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| Foreign relations: A technical point 
| Cover story: Factions and confusion . 
Interview/Corazon Aquino: oing t 
all together - 
The economy marks time Lens 
The Left seeks new roads to socialism — PRSE. 
Reds see ceasefire as dais not 
military act | 


| ARTS & SOCIETY SE 
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Chinese seek Allah to find a place t n 
the sun ! 
Erwironment: india finds | green goldi in r3 
'social forests | 
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Trade: Demonetised deals in Tokyo 
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| investment: Equitable arrangement 


in Manila 
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raid 
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Singapor may cancel 
order for FI6As 


craft from General Dynamics 
- in the US and purchase instead 
more advanced and versatile 
McDonnell Douglas F/A 





US Navy, Spain, Canada and 
Australia, aviation sources told 
the REVIEW. The matter is so 


i gan's administration refused to 
comment, but privately US of- 
ficials indicated that Singapore 
has raised the question in an 
exploratory way rather than 
making a formalrequest. — 
Indonesia’s interest in the 





also cooling. The govern- 
nt is looking instead at the 
rench-built Mirage 2000 that | 
as the star attraction at a re-- 
cent air show in Jakarta: Un- ` 
ike General Dynamics, the | 
akers of the aircraft, Das- 
sault Breguet, are reportedly | 
offering a co-production deal. 


o — Nayan Chanda 
PNG cut in aid is 
less than feared 





Fears in Papua New Guinea of 
a major cut in Australian aid 
(Review, 21 Aug.) subsided 





ould be trimmed by only 
$10 million (US$6.3 million) 
rom the previously agreed 
A$325 million in 1986-87 (July- 
Fume). 



































New Guinea” in Canberra. 
The A$10 million cut will fall 
entirely in Papua New 
| Guinea's 1987 calendar year 
budget and will not cause great 
‘problems, sources close to 
“Prime Minister Palas Wingti 
said. — Hamish McDonald 


| Direct talks urged 
on constitution 
















meeting between President 
Chun | 
tion lesders can break 


| Tet between - the. - 





































Singapore is seeking to cancel : 
its order for FI6A- fighter air- | 


Hornets that are used by the. 


sensitive that President Rea- |: 


rne gto n t rmn Per OPI erigere stet ium ir a tmt oerte e ameter vetet eiii tar Mtt imum rH He 


16, predecessor of the F16A, | 


a rere teer neta e herr RA S SAC aana y er aman EREEREER — Á 
et use t Yen ERR 


after notification — during a 
urriedly arranged visit by | 


ustralia’s acting foreign | 
vinister Gareth Evans on 13 
\ugust —~ that allocations 


. Papua New Guinea Gov- | 
| ernment sources said a cut of | 
—"A$50 million may have been | 
planned until last-minute ob- - 
jections by "friends of Papua — 


South Korean dissident leader 
Kim Dae Jung said that only a |. 





Joo Hwan and opposi- 
the 
twe v 





down in 1988. The opposition 
Mew Korea Democratic Party 
(NKDP) is demanding direct 
presidential elections. Chun's. 
ruling Democratic Justice 
Party favours 
some presidential powers to a 


| prime. minister, with both the - 
| president and prime minister 
being elected by the national 
essembly. ate 

A joint committee repre- 
senting both sides in the assem- 
xd is. currently 


E e ipie to 





Shun agreed to discuss the 


:wo cther oppos:tion leaders — 
Kim Young Sam and NKDP 
president Lee Min Woo. 

—- Paul Ensor 


peal 





| The dissolution of a Chinese 
students' organisation by the 
parent Universiti Kebangsaan 
Malaysia Student Union on 
31 


fuly . grew into a con- 


.Spicuous racial hiccup on 
the predominantly Malay cam- 
pus when abcut 600 students 
organised a peaceful demons- 
tration two weeks later during 
the university's convocation. 
The grounds for dissolution 


allegedly grown into a racist or- 
ganisation, carrying out off- 
campus activities without the 


the university authorities. 

A delegation of Chinese 
students has sought support 
| fram Labour Minister Datuk 
Lee Kim Sai. Responding to 
requests for irtervention, Edu- 


reportedly said on 19 August 
that he wou'd lcok into the 











cna when Chun steps || 


soak could on a be achieved if 


ssue directly with himself and. 
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was that the Chinese group had. 
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approval of either the union or 


cation Minister Anwar Ibrahim. 


matter but believed the uni- | 
le to resolve | 








Handling of reserves hit - 
by Taiwan's Control Yuan | 


| transferring | Taiwan's powerful watchdog, 
the Contro! Yuan, has criti- |^ 





cised the gevernment’s handl- 
ing of the country’s mammoth 
foreign-exchange reserves, 
‘with an opposition member of 
the body calling for the im- 
peachment of Premier Yu 


mitted to the Control Yuan 
after a two-year investigation 


nancial authorities for allowing 
an over-concentration of US- 
dollar holcings — reportedly 
more than 85% of the total — 
resulting in substantial losses as 
the US currency weakened. It 
also said the central bank had 
failed to invest the reserves in 


economic cevelopment. 
Betweea 1971 and 1984, the 
report said, 


vestment znd trust companies. 
This strategy was said to have 


danger of Taiwan’ s control of 
the reserves being legally chal- 
lenged by Peking. 

— Cari Goldstein 


Hanoi to get Australian 
satellite Énk-up 

The Australian Government's 
Overseas Telecommunications 
Commission (OTC) has signed 
a contract with Vietnam to 
construct an A$1 million 
(US$623,00) satellite ground 
station in Hanoi by next July 
and operate it for five years. 
The link, via Intelsat to Syd- 
ney, will handle all of Viet- 
nam's communications 


kong. With about 1 million 
Vietnamese living overseas, 





return. 





mercial 








Suharto calls for Opec 
to stabilise oil price 


Indonesia’s President Suharto 
has used his annual Indepen- 
dence Day speech, on 15 Au- 
gust, to call for higher effi- 
ciency and productivity in the 
economy, to cope with the 



























* pealed to all Op 
| reach a new ag! 
| stable price level 
| both. ail produc 


Kuo-hwa, the former central. 
bank governor. A report sub-. 


into the disposition of the re- 
serves, now standing at about. 
US$33 billion, criticised the fi- 


such a way as to aid Taiwan’s © 


the bulk of the | 
funds were invested abroad in- 
the name of the Bank of 
Taiwan ard three private in- | 


been adopted to avoid the p 


with | 
non-communist countries, now. 
served by a radio link to Hong- 


OTC expects a sound com- | 
.— Hamish McDonald - 


; hallenges and hard | 
sed by. decli 


world oil prices. i 







rto 
| con- 
sumers. While expressing con- 


| cern over the effect the declin- 


"ing oil price. has had on In- 
donesia’s long-term develop- 
ment plans, Suharto said the 
government was boosting 
non-oil exports, while also 
making tax and foreign-invest- 
ment regulation reforms. 

— Shim Jae Hoon 


New Zealand state firm 

may make public offer 

New Zealand's state-ownell 

Development Finance Corp. 

(DFC).may go private under 

legislation introduced on 14 
| aw would conv 





















| ments in current legislation 
that it meet “social objectives.” 
The DFC has had difficulty 
competing effectively since the 
1984 financial-sector deregula- 
tion, due to its operating re- 
strictions and under-capitalisa- 
‘tion: Under the bill, the DEC 
will be reconstituted | ' 



















The 183 companies (inclu: 
the country's largest conce 
which reported first-half 
sults to the Korea Stock E 
change enjoyed an averd 
20.6% rise in net profits, 
. 22.176 sales growth, fro 
year-earlier period. Def 
the rise in share values 
bullish stockmarket, debt - 
equity ratios also rose. S& 
sung Co.. the trading arm 
the Samsung congloterá - 
showed the largest over, 
turnover, followed by Daew 7 
Corp. Samsung's s sales were! ! 
8856 from the year-earlier ff 
ure, though profits only ro, 
16. 6%. Hyundai Motors en: 
| joyed a striking sales jump 0; 
92% , due to its successful entr 
into the US gmarket this year. . 
-Paul Ense 













































N dI pa | 
- Pa untry s second-largest | 
poli twm S oup — — Wi Il be excluded 



























| resumption of party relations. 
| Hungary will probably follow Bast 
| Germany. 
| VOTES FOR MILLIONS 


| 
ing constitutional = | 





| the general electior nat. — . .. | willingness to absorb Western 
| Among those to “| Khmer People's: | precepts in its economic 
for m for | | National t j planning. - i 
‘are the party's. POM EM FI: "iberation Front A 
worst and s Papas ND (KPNLF)leader DEATHD DENIAL 
| x ) | Son Sann has told © The Kachin. Independence Army | 
/ | Asean officials | (KIA) has denied su ggestions it was 
<p thathe willtake | responsible for the assassination on- 
.| nofurther partin | 16 November last year of Col Lazum 
| \ the political work | Kam Hpang, head of the Burmese. 
n lead | ofthe Democratic | army's northern command and the 
| will discuss resuming a. -to-party . d CEU S. A ‘Kampuchea most senior officer to die in 
relations with Chinese Communist - pg eee 4 coalition - | Rangoon's campaign against ethnic 
. Party General Secretary Hu ^ bans I government until problems dividing. | insurgencies. KIA 'eaders told th 
gad President Li Xiannian duri 4 fact he resistance group are REVIEW that he was killed as a resul 
Wy forthcoming visit to Pek E n Sann, who hasbeenin. | ofaninternal conflict with some of hi 
| probably i in October. These a Par 
be followed by meetings with other — || apparently concerned at the course in Myitkyina, the Kachin s 
| East European leaders regarding — | KPNLF's loss of control of its own | capital i in northern Burma. 
| 





emoci acy in the Philippines will cost 
it cash- strap ed government about 
P700 million "R US$34 million), When 
the constitutional commission winds ` 
pits current session in mid-  . E 





nber, the au constitution us 





. More than 33 
lijacked" one of the r 
30 km off the coast of Aus 

Hid were preventing company and ; gove Ti 
ent helicopters from landing (76 Aug. 
[he “hijackers” ended their. occupation 
»e oil tig after being threatened with 
Hines and began leaving by helicopter, 
Officials said G9 A ug. » 


Mcd i 













Te killed and three i in 
ed out of H ongkong 
helicopter i in the 

















era-free 17 days _ 


: willi mean h the. government forking out 

an estimated P390 million to draw up 
a new voting list and about P200 
million for the elections 


| themselves. 
from the party's nomination list for E PAN 































| armed operations inside Cambodia. 

| The split in the front developed last - 

| year and manifested itself most 

| recently when the two sides were 

| involved in a slanging match during a 
meeting with Prince Norodom 
Sihanouk, the coalition president. 


LOOKING WEST 


The Washington-based. IMF will help 
conduct: colloquium on China's 




























i e airested opposition leader Benazir 
tto ands 


ou 1 


(18 Aug.). The | o in Lahore and Karachi (74 Aug.). Police 


ened fire on rock-throwing protesters in 
arachi as unrest continued for a fifth day 
17 Aug.). Six people including two police- 
ren were killed as anti-government riots 
swept Sindb province (18 Aug.). 






| the Chinese economy. The l 
| colloquium will coincide witha 

| World Bank mission to China to’ 
| discuss the management of the. 

: country's externa! funding. Both 
j 







events point to China's growing. 




























































CASUALTIES DROP 


. Although there have been some - 
pa clashes dod o 









total nume Of rua] is running 
| atalower level than last year. 
| According to military sourcesin 
| Manila, between 1 March and 31 Jul 
rowth and adjustment in . | 311 troops and police, 523 civilians - 
tober, The People's | and government officials and 515 
he official " | NPA fighters were killed. This 


for the past few months, is also - E local commanders as he left a golf. 





| compares with casualty figures of 365: 

troops, 930 civilians and 965 NPA 
members killed during the same 
period last year. 
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as reported (13 Aug.). Police i 
ch fugitives as suspects in the 
of Gen. Arun Vaidya, it was re- | 


Jeftist labour union marched from a central 
plaza in Manila to the presidential palace to 
talk to President Corazon Aquino about 
militarv intervention in trade union ac- 
tivities, but faced barbed-wire barricades (73 
Aug. h Communist rebels and civilian offi- - 
cals in Davao del Norte signed the first local. 
ceasefire under Aquino's government x 
Aug.). A loyalist leader of former president. - 


| 
| 
| 
i an Independente Day amnesty the | 
Ferdinand Marcos was shot dead outside a j 


Went released 160 prisoners in 
j a | i 


hotel in Manila, witnesses said (79 Aug.). 





SOUTH KOREA | 

Two South Korean seamen were killed. 
and three seriously injured when their ship 
was bombed by an unidentified jet fighter. 
in the open sea off Omar, it was reported (79 


A ug. ). 
SRI LANKA 


| One government solcier and three T iil 
| guerillas died in. separate rebel attacks. on 
cw military camps in J affna Ui 8 Aug) 


t dead three of her supporters 
"wounded many more when riots broke 






mbers from a | 
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outs Junejo on the spot. 


|. | Zia; riot squads patrol Lahore: test of survival, 


Arrest of Bhut fo and resulting violence 


AS Pakistan's most populous pro- | from all over the province for the ruling: 
vince, Punjab holds the key to political | party's major public meeting. =. 
change in the country. Its refusal to join Three days before the schedule 

the MRD campaign would be a repeti- | showdown, Junejo called off the PM 

i 
| 





y Husain Haqqani in islamabad 
ie recent crackdown on Pakistan's 
Opposition and the resulting. vio- 
in parts of the country, is a major 
of survival for the government of 
rime Minister Mohammad Khan 
nejo. If the government pets down 
ie violence without having to impose 
mergency rule or calling for massive 
istance from the military, its chances 
defeating opposition demands for 
sh elections will improve. 
- Junejo could then release the detain- 
d opposition leaders, including Pak- 
tan Pecple’s Party (PPP) chief Ben- 
r Bhutto. Failure in containing the 
ence could result in a weaxening of 
ost-martial law political order de- 
ned by President Zia-ul Haq. Pakis- 
ould then revert to martial law or 
' new elections provided the mili- 
accepts the latter alternative. 
= The government's decision to arrest 
Bhutto, along with other leaders of the 
Ii-party Movement for Restoration of 
Democracy (MRD) and several 
hundred PPP activists. severely dam- 
-aged Junejo's democratic crecentials at 
; home and abroad. It also provided a 
Spark for the MRD's anti-government 
civil-discbedience campaign, originally 
scheduled to start from 20 September 
but brought forward to 18 August after 
the crackdown. 2. 
.. lnlessthana week, atleast 26 people 
were killed in political violence mainl 
in the southern Sindh province, thoug 
€ opposition failed to mobilise the | exile in April. u 
assive wave of resistance" it had According to Punjab PML secreta Y^ | 
mised. After three demonstrators | Ghulam Haider Wyne, the PML mea” 
ere killed in Lahore as a result of | ing was “to prove the hollowness of tH 
olice firing on 14 August, attendance | opposition's claims of popularity,” an 
.MRD protest marches in Punjab | government MPs talked of arrange- * 
rised a few thousand hardcore sup- | ments for 9,000 buses to transport sev- 
who remained largely peaceful. | eral hundred thousand party supporters 

























tion of the 1983 agitation when violence | meeting, citing fears of confrontation 
in Sindh alone proved insufficient to | and appealed to the MRD to do th 
force concessions from the govern- | RPM € eei cuori Aad be 
ment. | day of national unity rather than.a c 
The present political crisis began | of political rivalry," he said in a speec 
when the government banned partisan | on radio and TV, adding, “it is my dut 
political meetings and processiens sched- | as prime minister to safeguard the lif 
uled for 14 August. Pakistan’s Inde- | and property of every Pakistani an 
pendence Day. Both the MRD and the | will not allow anyone to jeopardise p 
ruling Paxistan Muslim League (PML) | lic peace." | LONE 
had planned simultaneous rallies at ad- | The government expected the opg 

| 

| 

| 


PATH e 











+ 


jacent sites in Lahore, creating fear of | sition to welcome Junejo's announ i 
violent confrontation betweer support- | ment and let the day pass without in 
ers of the two groups (REVIEW, 14 dent. But the MRD acopted a tota 
Aug.). Workers of the MRD different position. 


D's main | 
popular party. the PPP, had earlier | According to opposition | leader 
clashed with PML supporters in some | Junejo was only trying to avoid Hh 
Punjab towns, including Faisalabad and | ing the PML's weakness by cance , : E. 
Lalamusa and both sides accused each | rally which stood little chance ot bee 
other of arming their folla wersto harass | cess. "The prime minister knew, tm 


their rivals. ; ! people would use PML transpo int 
vsupporters | Lahore and then attend the oppositio 


The PML mobilised parky sup _ Laho ther e ; 
as well as the gove A A hinery to | public meeting," observed MRD secre 


demonstrate the party'sstrenigth in Pun- | ary-general Malik Van 
jab while the PPP also anticipated an | declaring the alliance intended 6 E 
impressive turnout. Bhutto anyoounced | ahead with its el i 
plans for personally leading a& proces- Junejo s eE ER PU 
sion from the industrial twn of | uon. 

Faisalabad to the meeting site in Me@hore - 
 —a distance of some 200 km — to $ 
that her personal appeal remained aS 
fective as when she first returned fg 



























































whe government responded by ban 
ning public meetings and procession: 
| under Section 144 of the Criminal Pro 
| cedure Code which empowers distric 
| magistrates to prohibit potentially un 
| semblies. Wu oe 
| dg roe officials made it clear tha 
lU | Section 144 would be withdrawn onc 
A! the threat of confrontation on Indeper 
Ldence Dav passed, opposition leade! 
decided to violate the ban and g hea 
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comment: “The civilian government is 


has succeeded.” Others pointed to the 
irony of restriction of civil liberties on 


move both Zia and Junejo from power. 


prevent the MRD meeting in Lahore. 
Opposition supporters fought pitched 
battles with the police near the old wall- - 
ed city and attacked the Lahori Gate 
police station, where three people were 


meditated murder" and accused PML 
supporters and. police of attacking 
| peaceful demonstrators. The govern- 





prohibited from entering Punjab, was 
-arrested after addressing a defiant 


with their planned. meetings. V 
of Section 144 has been a con mon in- 
strument of civil disobedience in 1 the 

^ ibcontinent in the past. V 
, Several hundred arrests. fà 


tention laws leading the MRD's “ek E 
politician, Nawabzada Nasarullah to 


trying to outdo the martial law regime it 


Independence Day and vowed to re- 


On'14 August, police used force to 


killed and several. injured in gunfire. 
Two of the injured later died in hospital. 
The MRD termed the killings “pre- 


ment. blamed the deaths on “anti-social 
“ements” 





In Karachi; Bhutto, who was earlier 


crowd of about 20,000. Police used tear- 
gas anid batons to disperse her support- 


ers. The few MRD leaders who had | 


avoided arrest announced they would 
launch their peaceful democratic move- 
ment against the government im- 
mediately instead of waiting until their 
20 September deadline for mass action. 
Addressing’a press conference prior 
to her arrest, Bhutto accused the Junejo 


{government of “provoking violence and 


eating disruption in civic life" and 
rmed the ban on Independence Day 
al meetings "illegal, anti-people | 


i per uncalled for." In her first direct and 
= bitter attack on Junejo, the opposition | 





m leader. blamed the prime. m 





within the crowd who were 
| id to be carrying : automatic. weapons, 
| though. eyewitnesses confirmed firing 
,by an over-reactive and undiscriminat-- 
sing police contingent. 


ter for. | 
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| 
| 
| 
| 


“putting Pakistanit to shame b embark- 


ing on a senseless course of violence" 
and warned against a return to martial 
law. | 

Officials claimed they had reliable 


EP 








intelligence about the opposition's in- 
 tentions to provoke clashes during the 


course of their Independence Day ral- 


lies to prove that the government in- 


tended to restrict political activity com- 


pletely. The ban on meetings in Punjab - 


was withdrawn after the day passed. 
With most of its leaders and local or- 
ganisers in jail, the MRD managed oniy 
a small procession in Lahore on 18 Au- 
gust to mark the beginning of its protest 


movement and provincial authorities 


appeared confident about their ability 
to contain the opposition. 


he story in Sindh, however, was dif- | 

. ferent. Sindh, the home province of | 
both Junejo and Bhutto, is considered | 
the hotbed of discontent in Pakistan and | 


was the centre of the worst anti-govern- 


ment violence during the martial-law 


years. Provoked by Bhutto's arrest, 


PPP supporters attacked police posts, 
railway stations and government offices 


in parts of the province. One group up- 
rooted railway tracks on the main line 
between Karachi and the rest of the 


country, disrupting traffic for several 
- hours. In Thatta, a pocket of support for 


the leftwing Awami National Party, 
protesters attacked the local police sta- 
tion and secured the release of 20 crimi- 
nals and 28 political prisoners. | 

Clashes between PML and PPP sup- 
porters also erupted, causing at least 
five deaths in three small towns. The 
government conceded that 10 people. 
including two policemen, were killed in 
five days of political violence in Sindh 
while opposition sources put the 
number of dead at 16. 

Although the violence in Sindh is, 


.for the moment, on a smaller scale than 


in 1983 it has the potential to reach new 
heights due to the added dimension of 
partisan clashes. In the past, restless 
Sindhis mainly fought the army and the 


ment's crackdown. The arrest of Bhut 
and other oppositionists has come in for 


while Junejo dealt with the MR 
absolving himself of any responsib 


































own Sindhi i following i also PE ig the 
MRD's assertion of popular suppor 
Although violence is likely to continue 
in Sindh for some time, there is uncer- 
tainty regarding the extent of the PPP's 
ability to sustain its agitation. 
Many political observers are uncl 
about the motives behind the gov 


criticism from the US State Depart 
as well as the international med 
which had only recently praised Junej 
for his tolerance of political dissent... 

Opposition politicians say the. prim 
minister succumbed to pressure fro 
Zia and the military while others term 
the whole episode an error of judgr 
on Junejo's part. Another explanatio 
however, is that the government. 
cided to pre-empt the opposition's pl 
ned civil-disobedience campaign to 
advantage of its fragmentation and la 
of organisation. As a confidant of 
prime minister told the REVIEW 
could have allowed the oppositic 
plan and organise violence beginni 
September or we could force their h 
now when we are better prepared 
they are. We chose the latter course.” 

Official thinking is based on the a 
sumption that support for Bhutto ma 
ifested in massive rallies soon after her 
return might translate into votes at a 
general election but will not transi. 
into a spontaneous nationwide agita: 
tion. Once the opposition has been 
forced into an unprepared agitation and 
is suppressed, demands for early elec- 
tions will die down. This will give the: 
PML. an opportunity to organise effec- 
tively to meet Bhutto's electoral chal 
lenge at a time of its own choice. 

Meanwhile, it is significant that Z 
was absent from the country througho 
the current crisis. The president. 
gone to Saudi Arabia on pilg 


for the latter's actions. 












British officer in the enee a 







oed e recruitment by Britain. of t 

legendarily brave Nepalese, which ha 

been a tradition for 171 yea và 

2 The incident, v which oc 
he 






















lo ah b both Nepalese aisi British 
ties are trving to play the whole 
, leftists and pro-royalists in 


o m embers have | voiced their 
yacern” over British Defence 





he men, which was described as 
: discriminatory - and one- 





de Silva in Colombo 


ie second round of peace talks 
ween the Colombo government 
he moderate Tamil United Libera- 

ront (TULF ) began on 15 August 
optimistic note, with a clearly dis- 














ement, But after three days of what 
articipant described as "deep and 
ailed discussions," the negotiations 
ere adjourned. without touching on the 
ical issue of devolution on which the 
real differences hinge. 
^ Colombo has gone on record that 
ny. linking of the Tamil-dominated 
lorthern Province with the Eastern 
Province — — where there is a population 
ix of Sinhalese, Tamils and Muslims in 
af proximately equal proportions — will 
ot be possible. The TULF delegation 
ft Sri Lanka for India after the first 
ound of talks in July indicating a wil- 
ss to compromise on the basis of 
majority Tamil-speaking areas of 
(ast being linked to the north. 
alks in the southern Indian « 
s with the hawkish - warmed 
tist groups, TULF again moved 
-to the cemand of a total or near- 
verger of the two provinces. 





































A n t incident t involving an ipi e on a 


al e parliament. er panchayat 


George Younger's decision to. 


nible desire bv both sides to re: ach a 


or Colombo, which ied to o cope 


E 






devolution dilemma 


st monks are wooed to help solve the Tamil problem 


| 





| But 





“Newly elected MP and former state 
minister for tourism, Deepak Bohara, 
demanded that the government 


‘negotiate with Britain for the reinstate- | 


ment ef ail 111 men who were dis- 
charged “uajustifiably and dishonoura- 
ly.” One of his grounds was that to as- 
sign the Gurkhas to a camp in Hawaii 
under US control was in itself against 
the letter and spirit of the 1948 tripartite 

eaty between Nepal, Britain and India 
which - governs the recruitment of 
Nepalese into the British and Indian ar- 
mies.. 

A royal nominee, Khadgajit Baral, 
also said the British Government had 
broken the terms of the tripartite agree- 
ment, while Padma Ratna Tuladhar, a 
Marxist- Leninist | 
Kathmandu, described the incident as a 









“disgrace to. the nation and the 


Nepalese people." He called for the 
scrapping of the treaty. 
hese members are likely to raise 


with resistance to the peace 
from tae major opposition Sri Lanka 
Freedom Party (SLFP) and influential 
sections of the Buddhist clergy. any 
kind of alteration of the existing provin- 





cial boundaries will create very grave | 
problems. Demands for similar adjust- 
ments will inevitably arise from other | 
parts of the country, particularly the | 
Central Province with a very large | 
population of Indian Tamil plantation | 
| workers, arid the entire devolution plan | 
of nine provincial councils countrvwide | 










would be endangered. But the Tamils 
are pushing hard for their objective. 
India, meanwhile, is doing its best to 


help keep the negotiations on track. On 
the Madras-based Tamil | 


17 August. 
militant groups were summoned te New 
Delhi for talks with senior government 
officials. Even before they had arrived 
there, India let it be known that it would 
view w:th disfavour the kind of violence 
which :hreatened but did not foul the 
first round of peace talks in Jul 

A spate of guerilla- “provoked: inch: 
dents, sometimes triggering military re- 
prisais, saw nearly 150 lives lost during 
the 10-23 July talks. But unlike the ill- 
fated negotiations between Colombe 





MP elected from. 


package | 










| lessen the: Pros of Brita ing. 
Gurkhas in its arm after 1997 w en the 


Ramachandran: support t for Gandhi 


British ga rrison. ‘must leave Hongkong. 

- Bitterness in Nepal is heightened by 
the fact that of the 111 men dismissed, at 
least 76 had served Britain in the 1982 
Falklands War with. Argentina. All but 
a few of the dismissed men are now back 
in Nepal, having. been flown from 
Hongkong. in four. groups by military 
transport. They were immediately dri- 
ven to the British Gurkha depot at Dha- 





ran, 320 miles southeast of Kathmandu, 

from where they were sent to their re- 
spective village homes. It is understood | 
that a few men are still in eerie for : 


family reasons. | 


A sos most of them were. ye 


unwilling to speak to the press in 
Kathmandu for fear of he 
of pension rights, one of t 






Ping deprived. 
the dismissed. 
soldiers, Cpl Prakash Sunwar, said.that- 
the incident occurred after their-com-: 






mander, Maj. Corin Pearce, insulted. 








Jae) 
and all the Tamil groups in the 
Bhutanese capital of Thimphu last year, 
neither Colombo nor TULF allowed the 
present talks to be wrecked by the vio- 
lence in the north and east. i 

President Junius Jayewardene, who 
cancelled plans to attend the upcoming 
non-aligned summit in Zimbabwe due 
to the peace effort at home, has been 


making speeches in different -parts of 






the country urging the ac 
the proposals which he say 
not only by India but ak 
ern Indian state of T; 


‘eptance of 
are backed 








bv the south-- 







































ality of rice given to ‘them 
! six-week exercise. The re- 
mar Wo 
resulted in fist fighting. j apparently caus- 
ing injury to Pearce and a Gürkha of- 
ficer, Capt. Chandra Kui rat 

from the Indian dist : 














E is not known T. w many men were 
he 111 men 





j sain in an inquir j. In Hongkong, a 


n said he was 


British army spokesi 
ced" no such insult- 







ing or derogatory remarks we 
by Pearce, who is to be giver 


| post somewhere other than Hongkong, 
and will *continue his normal army 


career." Pearce's wife has been report- 
7? as saying they are due to go to North- 
i Ireland. 


. The ‘spokesman pointed ‘out that 
since the men refused to testify there is 


no way of judging the accusations now 


being made against Pearce. Since all 
` legat proceedings had been concluded, 
_ further evidence was inadmissible. He 


. Sri Lankan Tamils a common language, 
. culture and religion. 


Kaza 2am leader M. Karunanidhi, who 
d adopted a harder line om the Sri 


think itis wise to say anything about the 


Etas. adi 


. clergy in an attempt tq persuade them to 
accept the government's position that 
the rights of the majority Sinhalese are 
in no way being bartered and that a. 
negotiated settlement. ;ending the vio- ` 


of 50 million Tamils who share with the 


In an Independence Day message is- 
sued in. Madras on 15 August, Tamil 
Nadu . Chief Minister M. G. 
Ramachandran said he hoped that the 
effort to end Sri Lanka's conflict would 
succeed and he urged the Tamils in his 
state to back "Prime Minister Rajiv 
Gandhi's effort to solve this PODER 


amachandran's chief opponent in 
WV Tamil Nadu, Dravida Munnetra 





amil issue than his rival, was also 
tilting strongly i in favour of a settlement. 
“We await a solution eagerly. I don't 


talks right now. The p point is to find the 
solution and soon," he said. 

Fotmer Sri Lankan prime minister 
Sirimavo Bandaranaike and her SLFP is 
continuing the campaign of opposition 
to the peace plan. The SLFP is also 
mobilising. the. Buddhist clergy to op- 
pose the proposals and though some ob- 
servers believe that the monks would be 
no more than a paper tiger, their influ- 
ence is not discounted. Jayewardene 
too has been talking to the Buddhist 


lenceisessential. — - 
. Bandaranaike tells h 






















































hath style of the JVP's pre- -insurrection prop- 


He is understood to have told the 


charged” on the grounds that their ser- 


- People's Liberation Front), an extreme - 


 rection in 1971 in an effort to topple 









wished. "The Gurkhas Paterne, 
“burnt their boats," the spokesman @ 
said, and it was most unlikely any of | 
them would be reinstated, though they | 
would collect whatever pension and 
benefits were due to them. 

Nepalese authorities have so far 
tried to play down the whole incident as 
a “non-event,” despite strong criticism 
by the press and MPs. A senior spokes- 
man at the Foreign. Ministry told the 
REVIEW that their initial report indi- 
cated that the British action seemed to 
be based purely on TRCIHIHBSELANETE 
grounds." 

Knowledgeable sources revealed, 
however, that the British Ambassador 
in Nepal Sir Anthony Hurrel was sum- 
moned to the Foreign- Ministry on 15 
August to give details of this incident. 













Nepalese authorities that there was a 
serious breach of discipline. The failure 
to assist in the general courtmartial led. 
to a breakdown of trust between the sol- 
diers and their British officers. The 
Gurkhas were “administratively dis- | 


vices were no longer needed, he 


explained. urkha soldiers: 'no longer needed. — i 


——————————— 





tiat ao 


aganda. Bandaranaike's son Anu 
who leads the parliamentary oppo: 
tion, recently called on the JVP, which 
he said was the country's “only true | 
ist force," to side with the SLFP ino 
posing the devolution. proposals. Anu 
has also gone on record saying that t 
proscription of the JVP was unfair. -.. 
Anura told a local newspaper 
cently that while there were no "offi 
or unofficial links" between his pa 
and the JVP, there was an uncoordi: 
nated unity of action and purpose. - 
The government's intelligence age 
cies are certain that there are links t 
tween the northern guerillas and the 
JVP which in 1971 made great play o 
"Indian expansionism.” These agencies 
say the JVP has helped the northern: 
groups in some attacks outside the 
Tamil areas. : 
Jayewardene continues to reiterate 
his position that the devolution package 
would be made law, once agreement is 
reached, in such a way that no referen 
dum will be necessary. The constitution 
requires certain kinds of law to be 
enacted by parliament by a two-third 
majority and be endorsed by the people: 
at a referendum. The government, 
which argues that it will be hard to. 
frame a simple referendum question- 
naire for the complex piece of legisla 
tion, has made it very clear that the« 
volution laws would be so framed. 
no referendum would be. necessi 
Jayewardene says his actions .may 
judged by the people at the next 
election due i in MS - o5 


her party does not have the advantage | 
of access to the state-controlled radio 
and TV, and much of the press to publi- 
cise the SLFP point of view. The de- 
volution proposals, she says, will in no“ 
way resolve the country's ethnic trou- 
bles but will only strengthen the ter- 
rorists of the north to link up with the 
Tamils of the east and the Indian Tamils 
working in plantations in central Sri 
Lanka to achieve their goal of a separate 
state. She argues that the Sinhalese are 
in danger of being wiped out. | 
In. a related development, 
Janatha Vimukthi Peramuna (JV 
| 





Left organisation that led a youth insur- 


Bandaranaike’s government, is now be- 
coming active as an underground force. 
The JVP, whose leaders were jailed 
during Bandaranaike’s tenure, was 
proscribed by Javewardene shortly after 
the communal rioting of July 1983 when 
the Tamils in Colombo and many other 
towns were attacked by mobs following 
the killing of 13 Sinhalese soldiers in 
Jaffna by the Tamil separatists. Its 
leader, Rohana Wijeweera, who con- 
tested the presidential election of 1982, 
has since gone underground. 
Jayewardene told a recent meeting 
that the SLFP, which protested vocifer- 
ously when he released the JVP leaders - 
from jail after his 1977 election victory, 
has now developed links with the pro- 
scribed group. The SLFP has launched a 
wall-poster campaign very much in the 
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John McBeth in Bangkok 
| etired army generals, their formerly 
rebellious subordinates, 
criminal suspects, 
























































communist-front. 


some cases a bizarre and paradoxical 

utcome to the 27 July general election, 

it was the result of a new willingness to 

test the ‘political waters and a graphic 
tration of the Thai penchant for 

iise and forgiveness. 

cashiered Young Turk 


h the ballot box, the device 
ried to side-step five years ear- 
effort to bring Gown the gov- 
of Prime Minister Prem Tin- 

y far the most outst 


een Col Prajark S Sa awaeng- 








district of Bang Khen. 

rk, 48, now a businessman, will 
ng in the same government 
as Prem, a man he did no: want 
ime minister and who he has 
d as ruthless and vindictive — a 
ication of the bitterness that 
; aver the circumstances be- 
81 coup. While the future re- 
iship between the two remains un- 
n, the Vietnam veteran-turned- 
tician has another old foe on the op- 
side of the House: Prachakorn 
eader Samak Sundaravej. who 





the mid-1970s, 
battalion commander then, Pra- 
rk was transferred out of the Cambo 
an border town.of Aranyaprathet for 
eading | an unauthorised cross-torder 
taliatory attack against Khmer Rouge 
iders. It was, however, an action that 
deared him to frontier residents, 
any of them terrified of Khmer Rouge 
 massacresalongthefrontier. 

|. The two other Young Turks to win 
arliamentary seats both stood for the 
Democrat Party which, despite the pre- 
a in its ranks of deputy leader and 
4th Army commander Gen. 
Ananond and a more pragmatic 
à -politics adopted by new 
: ‘comm nder Gen. Chaovalit 

iyut, ked on by the 

y as its most serious rival :n the 
litical power structure. 


nder Col Sakhon Kijviriya, 51, 








business 
ty lawyers, 
professional politicians and former | 
members rub shoul- 
ger s new 347-seat House | 
of Representatives. But if there was in- 


eir way back into pub- 


Former military police battalion | 





ingle-constituency | race in. -his | 


swords with Prajark and his cob- | 
s when he was interior minister in | 
"Kraivichien's controversial re- | 





Samak and two other Prachakorr Thai 


. son town of Lopburi, north of Ban 
where they ha previously commanded 


home province of Trat, on the Cambo- 
dian border, and Col Bunsak Pothcha- 
roen, 51, one-time chief of the 
Bangkok- based 2nd Anti-Aircraf: Reg- 
iment, came home comfortably :n the 
small Central Plains province of 
Singburi, where he too was born. 

The only Young Turk candidate to 
miss out was Col Charnboon Pentzakul, 
51, the former airborne-trained com- 
mander of the Lopburi-based 3ist Regi- 
ment whose campaign manager, cavalry 
Lieut-Col Ronnachai Srisuvoranand, 
was also among the 38 army officers dis- 
missed following the 1981 coup attempt. 
A close friend of fugitive coupmaker 
Col Manoon Rupekachorn at the 
Chulachomkhlao Military Academy in 
the late 1950s, Charnboon lost out to 





mander, who won the Chart Thai iB 
first- -ever Bangkok seat in the || 


Young Turk. 





candidates in the military-dominated 
Dusit cistrict of Bangkok. 

Altogether 13 of 43 candidates with 
military backgrounds have seats :n the 
new parliament, with Rassadorn Party 
leader Gen. Thienchai Sirisamphan oc- 
cupying one of the five deputy »rime 
minister slots in the ruling coalition and 
his deputy. Gen. Mana Rattanakoset, 
coming in as deputy education minister. 


Thienchai, who was credited with put- 


ting dcwn last year's 9 September coup, 


and Chart Thai candidate Lieut-Gen. 


Anek 3oonyathi both won in the garri- 





the Special Forces. 
In the northeastern province of 


wkok, 
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Suksai grabbed one of the: 


J tuency and staked his. clair a 
portfolio in the new governm a 
| though agriculture does seem a little out 


parad xe s of the electio 
communist-front member, 


the Democrats. | 
Kaisaeng was largely resi 
ousting sitting member Thana 


(SAP), who had been linked before and 
during the campaign to the northeast's 
flourishing marijuana trade. Joining 
him in parliament are two other MPs 
with leftist backgrounds, Democrats 
Karoon Sai-ngarm, who was also suc- 
cessful in the 1983 elections, and Jatu- 
ron Chaisaeng, a rookie politician who 
beat his father out of a place in 
Chachoengsao, east of Bangkok. 
Another communist defector and 
former student activist, Chamni Sak- 
seth, narrowly: : 
the southern province 
Thammarat, where | 
dates eventually picked up all nir. 
seats. Although the Democrats large | 









out-campaigned their rivals in the 
al observers. 
ber of Uthai Pim- 


southern panhandle, loca! 
said Chamni — à mem 


chaichon's Progressive Party — proba- 





bly spoiled his chances of a seat by his. 


uncompromising use - 
rhetoric on the stump. 





l n Bangkok, Harn led a clean sweep of 






a relatively small Thon Buri 


of his field. But another prominent fig- 
ure. retired Lieut-Gen. — Vithoon 
Yasawat, was cefeated in Dusit after 
campaigning for the SAP, his second re- 
cent attempt to enter parliament. - 

Vithoon was commander of CIA- 
backed Thai mercenary troops during the 
US’ “secret war” in Laos, but his career 
came to a standstill in the mid- 1970s be- 
cause of perceptions among milita-~ 


|| leaders of the day that his backgrour 


might make him a potential 
adversary. 


y dangerous 





Vithoon, however, could fake one 


comfort from the fact that he was not 
the only retired general to taste defeat. 
Former Chulachomkhieo Military 
Academy commandant and one-time 
National Housing Authority governor 
Lieut-Gen. Yuthasak Klongtrutrok and 
Prajark’s running mate, former deputy 
supreme commander Gen. Bulrit Tan- 
tranond, and two retired air chief mar- 
shals all failed to win in Bangkhen in 
Bangkok's northern suburb. 

Newly retired Maj"-Gen. Rawee 
Wanpen, the coordinator of the now- 
defunct Democratic Soldiers Group, 
which once counted Chaovalit and Harn 
among its members. met the same fate 


in northeastern Yasothon province. 






The irony in Rawee's case was that he 








Nirip- 
rechapong of the Social Action Party 


d getting elected in 
of Nakhon Si 
Yocrat candi- 
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g his | last two gira: » f ser- 
tim field marshal's pay, was 
beaten out of a place by two Democrat 
candidates despite reports that he spent 
up to Baht 10 milli n, (US$384, 615) 
. on his campaign. nnan, who is 
under. army investig: on for alleged 
_ corruption, is known to have had an un- 
: easy relationship. ormer army 
. commander and, outgoing supreme 
' commander Gen, amlang-ek. 
Thailand's prov áreas are rich 
in men of influx ut perhaps the 
best known. own to defeat 
was Chart Thai candidate Piya Angki- 
i nan, the so-called godfather, ‘of Petch- 
 aburi province, south of Bangkok, 
which has earned an unrivalled reputa- 
. tion for its best export: 
amen and contract killers. Piya’s 
| vi others, Phimuk and Yuth, won two of 
| the seats, but the real surprise was Ras- 


















































| sadorn candidate Anthe es 
who topped the poll with 85 ,335 votes, 
nearly 24,000 ahead of his rival. | 
Although no one seemed to. know 
Why police protection was afford- 


New Force candidate Raevuth 


Chindaphol, who fought almost his en- 

tire election campaign from behind bars 
after being arrested for his alleged in- 
volvement in the Phuket tantalum plant 
riot on 23 June. Raevuth, the 28-year- 
| old son of an influential Phuket mining 


ail and will act as MP unless parlia- 
ides otherwise. 


MP Klaew Norapati, the boot 
ner foot with police in 


professional 
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ewly elected Community Ac- 













ly, managed to win, is out of prison | 


leased on bail as the campaign entered 





once agai 


IET to semen his 1983 campaign Spend J 
ing. Now that parliament is in session, 


authorities require House approval to |: 


proceed with the case. The veteran 
politician faces a maximum of six 
months' imprisonment or a fine of up to 


Baht 50,000. A conviction would put. 
him out of politics for five years. — . 


Two other successful candidates. É 


ing prosecution are United Democtatic | ™ 


Party (UDP) MPs Phol Rerngprase: 


and Tamchai Kambhato, both of whom. 


were taken into custody and then re- 


its final stages. Given that crime sup- 
pression division commander Police 
Maj.-Gen. Boonchu Wangkanon main- 


tains close ties with fellow graduates | 
from Class Five of the C hulachomkhlao. 
Military Academy — the group that is 
seen to form Prem’s main army support | 
base — UDP officials feel there was an. 
ulterior motive behind the timing of the - 


police action. 


hol, a big landowner and pineapple | 
tycoon, is accused of issuing a bad - 
cheque worth Baht 13 million, and party | 
and former. com- 
merce minister Tamchai is under suspi- - 


secretary- ‘general 


cion of causing at least Baht 2 billion 











| damage by alleged abuse of lending. | 


powers when he was president of the . 


a state-run Krung Thai Bank. Police havé 
E been investigating whether there are — 


grounds for court proceedings involving | 


rihawala. 
Phol's 





S | 
"éselection 





dissident army. faction to block the 
prime minister's return to power. 
Notoriety, if that is the word, did no- 
thing to affect the chances of National 
Democracy Party leader Kriangsak 
Chomanan. Thailand's prime minister 
in the late 1970s might be on trial for his 
alleged role in the 9 September rebel- 
lion, but constituents in the northeastern 


who will represent their interests in par- 
liament. 


Kriangsak did, BOWCVER see his 





procee i sacheduled. . 


loans to. Phol’s Cha-am Pineapple group | 
and the Siam Vidhya group of promi- | 
nent Bangkok businessman Sura Chan- | 
| 7 . end to the ban on ship visits was a ! 
demonstrated i 
n that the political notorietyhe. : 
ned in Bangkok political circles : 
yr little in his home provinc >of 
hani on the northern Central i 
<T ' the Western alliance towards non-al 
leader. aid: long- serving Lampang MP : 

| Seombene. "Thongsawat, whose break - 
| with the SAP on 1 May led to the col- 
| lapse of Prem’s ruling coalition and - 
| marked the start of an unsuccessful . 
campaign by big business interests anda 


l our Own.. 


between Ne 
the former’: s refusal to allow nuclear 
armed. or nuclear- -powered . warshi 


lia and. New, Zealand, 
| respect of. New Zealand and that 
| lington "had walked.off the job." 

Zealand has been excluded by the ott 


annual Anzus. council and last year 


< cated Anzus council, jointly stated.tl 
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. nuclear legislation will proceed as plat 
province of Roi-et gave him 55,280 | 
votes to put him among the eight MPs 
. Palmer insisted that it was the US a 
| noL. New. Zealand that was in breach « 
| the, ,tieaty, and. that Washington col 
party’ E representation pruned from 15 | | 
seats to just three, and interest is now | 
centred on whether the coup trial will | 


















































| poen | ne 

Ii, Apa up.mo 
on the: latest. developments in the 
' Zealand and the US Q 








into the countn 'swaters, . | 

The US had previously declared. 
the Anzus treaty. linking it with Aus 
“inoperative 


two treaty partners from meetings of t 


US suspended. joint exercises and i 
ligence sharing with New Zealand. . 

On 11, August US Secretary of Stat 
George Shultz and his Australian coun 
terpart Bill Hayden, meeting as a ti 
ship and aircraft visits were an essentia 
part. of. Anzus. and, appealed to 
Zealand to abandon its ban. Shultz.ài 
nounced that the US was suspending 
security obligations to New Zealand.. 

The American move had been w 
foreshadowed six weeks earlier, butt 
Australian endorsement of its call fot. 








development. Opposition leader 
Bolger forced an emergency debate 
parliament to protest that the cow 
had effectively been thrown ow! 
Anzus, and had taken a giant stepo 





ment. “This is a crisis in terms of Ni 
Zealand's foreign affairs and defence, 
he said. 

Prime Minister David Lange . 
jected that New Zealand had be 
thrown out of Anzus and insisted tha 
was ready to play a full part on the basi 
of conventional weapons. Lange added 
that the government “faced a clear 
choice and has remained determined to 
honour its election pledge and. the 
wishes of the overwhelming majority of 
New Zealanders to keep, nuclea 
weapons out of New Zealand. The anti- 




















~ Deputy Prime Minister Geoff 
















Fallout continues: page | 16 6 














































ers could only with 
and had not withdrawn. 
he government also insisted that 
Zealand was not on its own be- 
use it still had close defence ties, re- 
firmed by Hayden, with Australia. 
Two related questions now remain 
"unanswered: whether agreements on 
he supply of American equipment to 
New Zealand at reduced prices and on 
_ Priority during hostilities would be 
j* ended (on which US Defence Secretary 
- Caspar Weinberger was non-committal 
at a recent press conference) and whe- 
ther New Zealand's trade with the US 
will be harmed. The US has insisted it 
.will not apply trade sanctions but has 
id the administration will not argue 
w Zealand's case to the US Ccngress 
against hostile moves there. | 
nderlining the non-reprisal stance, 
ltz categorically insisted that the 
ep freeze" base in Christchurch in 
South Island, used by the US to sup- 
its military and scientific personnel 
e Antarctic, would not be moved to 
lia. despite renewed attempts by 
ianian State Premier Robin Gray 
t the base shifted. Lange has given 
iket clearance from the anti-nuclear 
islation for deep-freeze aircraft. 
And the trade argument has been 
rther undermined by decisions by the 
sell wheat to the Soviet Union and 
o China at reduced prices, caus- 
ious damage to two of Australia's 
important exports. This was de- 










































ames Clad in Wellington. 


substance of a 27 June meeting in 
Manila between New Zealand 
rime. Minister David Lange and US 
'ecretary of State George Shultz 
REVIEW, 10 July) has become a matter 
f recrimination, with one senior offi- 
cial here accusing Washington of an 
i active campaign of disinformation" i in 
the region. 

The matter is doubly sensitive be- 
ise Lange at the meeting apparently 





iu his abour Party or parliamentary 
es might accept. In essence, the 
a called he red Shuk 









further towards a settiement - 































d arah nuclear-free law, vessels. nang nu- 


crucial clause, empowering 
minis:er to authorise ship visits “if he is- 


us council 1 meeting 


Us dumps bu. on world market ts, and 
damages an important export of New 
Zealand, it will be difficult to liak the 
move to the Anzus row. 


MA canwhile, a former Nationa! Party 
Í prime minister — and a minister in 





t the cabinet which sought and signed the 


Anzus treaty in 1951 — Sir Joha Mar- 


and New Zealand governments had 
magnified the ship-visits issue out of all 
portion. Instead of quietly accepting 
the New Zealand policy while it iasted, 
Marshall said, “[The US] has adopted a 





high-kanded uncompromising attitude | 
which has antagonised many New 


Zealanders who in other respects are 
pro-American. The New Zealand Gov- 


ernment, instead of being equally un- | 
POPISNE: could very wel have | 


Lange: difficult choice. 


M déxismipuns tiec bill at present 
before the New Zealand Parliament will - 
| become law, he also suggested the US 


could live with the legislation because a 
the prime 


satisfied” they do not carry nuclear 
arms, would be operated in the follow- 
ing manner: 

» New Zealand would give no publicity 
to its decisions for or against US craft 
seeking authorisation to make a visit. 

» Crucially, the US would not be asked 
to breach its rule of neither confirming 


| nor denying the presence of nuclear arm- 
aments on vessels of its increasingly - 
 nuclear-capable navy 
Zealand would make its own judg 








about armaments and propulsion, using 
its own reference materials. (Under the 


| of retaining Anzus. This pose 
; culty for Lange in meeting both desires 


| member 
| which is believed to have urged a less 
| uncompromising stance. 

shall has complained that both the US - 


| complained in a 
| committee chairman, Frank Corner, a 


. Lange said. New 





| dca: defence conc 






ustralia was being treated as an | licy 
t nct as a friend. Thus, when the | Marshall's. 
| have shown roughly ‘died 


New Zealanders in favour E. 
ban and a similar proporti your 
* diffi- 








— a difficulty highlighted by a four- 
defence review committee 


After seeing the committee’s report, 
Lange has asked for elaboration and 
justification of some of its findings. He 
radio interview that the 





former secretary of foreign affairs, was 
“an old chap, out of date." Corner was 
stung to reply that the committee, which 


| also comprised a former army chief of 


staff, Gen. Brian Poananga, and two 
peace-oriented members, sociologist 
Kevin Clements and research scient 


. Diane Hunt, was no one-man band a 


*felt that if we could find some recon- 


| ciliation among the four of us — utterly 
| different people — maybe our example 


could make for greater tolerance within 
the community as a whole.” 
"Tolerance" has been demonstrated 
by Britain. While condemning New 
Zealand's ban and ending ship visits, it 
has continued to conduct joint exercises 
with New Zealand naval ships in non- 
New Zealand waters. An exercise is due 
soon.and Whitehall confirmed on 14 
August that it will take place. 
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clear propulsion are also forbidden 


„from entering New Zealand.) 


Sources said Shultz bluntly told 


| Lange that New Zealand's s “duty” as an 
| ally was to. accept US naval st | 





“will, from time to time, carry nuclear 


|] weapons.” 


After hearing Lange 
rather abruptly left the meeting to ¢ 
liver to the press outside his irrevocably 
phrased comment that New Zealand 
and the US “part company as friends, 
but we part company." The formal re- 
vocation of Washington's security 
guarantee followed on 11-12 August at 
an Anzus meeting in San Fransisco — 
which only the US and Australia at- 
tended. 

The explanation for this variance be- 
tween the New Zealand and US views of 
the meeting may lie in what some 
sources described as a “punishment 
script written by the US Defence De- 
partment." The US Navy, especially, is 
depicted as being vindictive towards 
New Zealand. with some officials in 
Wellington fearing new retaliatory Steps 
(such as cutting off even normal inter- 
service contacts) as a pt A 

Sources said a nev 
scheduled in early 19 








ence review, 
ill embrace a 
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Efficiency 


The mark of a leading bank 





FERAG conveying 
systems are used world- 
wide for newspaper 

and magazine processing 
at speeds of up to 
100,000 copies per hour. 


Major and complex lending transactions 
demand the expertise of specialists. Benefit from 
our competence, efficiency and decisiveness. 


UBS - the efficient bank. 


Branch Offices in Asia , 


Union Bank of Switzerland 
13th Floor, Gloucester Tower 
11 Pedder Street 

Hong Kong 


For business with the 
People's Republic of China: 
UBS China Desk Hong Kong 
Telephone 5-233 091, 

David Kan \ 


Union Bank of Switzerland 
Yurakucho Building 

10-1, Yurakucho 1-chome 
Chiyoda-ku 

Tokyo 100/Japan 


Union Bank of Switzerland 
50 Raffles Place # 38-01 
Shell Tower 

Singapore 0104 


Consultant for India 


Creditcapital Finance Corp. Ltd 


Merchant Bankers 
Allahabad Building 
Apollo Street 

Bombay 400 023/ India 


Head Office 

Union Bank of Switzerland 
Bahnhofstrasse 45 
CH-8021 Zurich 
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Union Bank 
of Switzerland 


















All over the world BMW is renowned for its 
special expertise in the field of modern, high 
performance engines. 

And this all-embracing know-how leads to a 
constant flow of new and more effective 

. solutions. - 

| A ke the BMW 6-cylinder, 24-valve engine. 

- ^ A's just one impressive example of how 

| BMW marries purebred racetrack technology 
— "with the practical requirements of dynamic 








E everyday driving. 
- This 


| rticular engine on the M 635CSi and 
. on the M5 (the top 5-Series model) gives a 





-'.. performance that only a very few genuine, | 
<: top-class sports cars can hope to emulate: —— 
TR — 286 hp, 0-100 km/h in approx. 6.5 sec, witha- 

|. max. speed of around 250 kmih. | 


| The BMW 24-valve engine. 


. Performance as a direct result of the interplay 


between racetrack and production line. 


With BMW 4-valve performance engines date | 


back to 1965, and over the past 

20 years racing successes with this engine 
technology have become something of a 
BMW tradition. 

One of the classic examples of this is the 
engine on the legendary BMW M1, which in 
its turbo-charged Group 5 racing version 
effortiessly develops over 900 hp and whose 
further developed technology you can now 
enjoy on the M 635 CSi and the M5. 


BMW 4-valve technology. 
High-tech straight out of Formula 1 and 
Formula 2. 


But BMW 4-valve high performance engines 
have even more going for them: unrivalled 
racing successes. 

For instance, one helped to win the 
European Formula 2 Championship seven 
times in ten years and was therefore by far 
the most successful engine in its class. 
And in Formula 1 Grand Prix racing as well a 
turbo-charged BMW 4-valve engine has 
proved, and is continuing to prove, its per- 
formance capabilities — and that includes 
winning the World Championship outright. 


BMW. 
The name also stands for engine electronics 


2 know-how. 


BMW has with justification always been re- 
garded as the pioneer of engine electronics 
and it has exploited this ultramodern tech- 
nology's potential more comprehensively 
than any other manufacturer. 


. And not just on its competition power units 


but on its production engines as well. 

That's why you'll discover that the 6-cylinder, 
24-valve engine on the M 635CSi and M5 is 
controlled by Digital Motor Electronics. The 
end-result, on the one hand, is a hitherto 
inconceivable level of performance. 

But even more important, electronics also 
increase engine reliability and durability and, 
in addition, ensure instant responsiveness 
with optimum fuel-air mix and exceptional 
running refinement at all revs. 

Furthermore, DME also achieve praiseworthy 
consumption figures and favourable exhaust 
emission levels. 


The future presents a challenge. 
We're both ready and equipped to take it on. 


The BMW name has always been synonymous 
with motoring dynamism and progress in 
every area. 


enviable success. —— 
.. And that’s also because more a 
above ali demanding and di: g, d 
are looking much more closely at what kind . 
of performance really lies under the ? symbol DONUM 
_ on the bonnet. | DEL RE 


And today, thanks t to innovati ive technol- _ es 

ogies and farsighte: | 
range from all-out: 
engines to ultra-efficient 
diesel units, BMW pla Sa 
in performance, quality: Hat 
Which in turn helps to. explain N 
































Why don't you start insisting on the same E 
qualities demanded by top-class car owners, — 
who have already recognised the symbol 

that's in tune with our times? 

The symbol that delivers its promise. 

Drive BMW. 


BMW cars. 
The BMW range of fine automobiles: the ulti- — . 
mate in performance, comfort and safety. EM 





Brunei: Performance Company Sdn Bhd, Bandar Seri 
Begawan, Tet: (02) 27606/7 


Hong Kong: BMW Concessionaires (H.K.) Ltd, 
Tel: (03) 7145271 


Indonesia: P.T. Tjahja Sakti Motor Corp., Jakarta, 
Tet: (021) 496002 


Korea: Kolon International Corp., Seoul, Tel: (02) 7764260 


Malaysia: BMW Concessionaires (M) Sdn Bhd, Kuala 
Lumpur, Tel: (03) 2418555 








Philippines: Hahn Manila, Manila, Tel: (02) 741 2808. 
Singapore: Performance Motors Ltd, Tel: 4698800 





Taiwan: Pan German Motors Ltd, Taipei, eli ! 2) 7188 uU o 


Thailand: Continental Auto Centre Co Ltd; Bangkok, 
Tel: (02) 2356380 





CFM56 SERVICE. 
BUT IONED UP 
AND IN PLACE 
AROUND THE WORLD. 





Whenever a CFM56 customer 
airline has a problem, anytime, 
anywhere, they can depend on 
their CFMI Customer Support 
Manager to be suited up and 
ready to employ the resources of 
the world's finest engine manu- 
facturers. Through individualized 
service and support he'll provide 
superior engine operation. 

Because CFM56 engines 
are backed by the people and 
resources of General Electric 
U.S.A. and SNECMA of France, 
our responsiveness is world- 
wide. With 450 Technical 
Representatives in 45 
countries, and aviation 
service shops available 
24 hours a day. CFM has 
carried on the tradition 
ofthe finest product 
support Services 
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available in the world. Respon- 
siveness for customer satisfaction 
is of prime impcrtance. 

This respons:ve backing starts 
long before CFM56 engines are 
delivered. Training is available for 
all operating levels of an airline. 
Technical information comes in a 
wide variety of media, including 
regularly updated manuals. Then 
there's added support planning. 
Shop layouts. Cost-effective pro- 
visioning. Parts warehousing in 
both the U.S.A. and France. The 
CFM support network supplies 
all this and more. 

Best of all, the entire CFMb6 
support prcgram has been 
in place for years. And 
we ve proven it works 
Just as« one of our 
more zhan 50 CFM56 
customer airlines. 


CFM56. 
MILLIONS OF MILES AHEAD. 


cfm ( ) international 
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The sweet smell of 
success. 





First Class. 


© Lufthansa 


German Airlines 














ast, they can keep their first-class 
sofas, free booze and  sloe-eyed 
stewardesses. For my modest money 
the best seat on a 747 is the spare one in 
the cockpit ("flight deck" to the trade) 
on the left- Band: side, right behind the 
captain. Herewith some notes from a re- 
cent up-front round-the-worlder. 
e THERE was a time when flying over 
the Soviet Union could be distinctly 
hazardous to your health. 1 am pleased 
to report that things are now looking up, 
both figuratively and literally. As of last 
week the." hot In 
between Tokyo and the 
Far Eastern air traffic control centre at 











Khabarovsk; a fortnight short of three - 


years since the shooting down: of Ko- 
rean Air Lines Flight 007. by Soviet 


fiohters first prompted talks about this 


g overdue move. For years Tokyo 
ao had an instant link with Anchorage, 
Alaska, the US equivalent . of 
Khabarovsk, so in theory. the people 
concerned with air safety on Pu 
can now talk at only one remove. Air 
traffic controllers are not, after all, in 
business to shoot anybody down. 





@ DESPITE the welcome new arrange- 
ment, one flies over the Soviet Union 
on Rafferty’s rules. A dozen decadent _ 
bourgeois airlines now do it, following . 
safe and precise courses, with a little | 
help, when needed from their friendson : 


the ground. My own favourite is the ap- 
propriately named Red 30, which skirts 
the Arctic Circle, a white desert unroll- 
ing hour after hour, broken only by the 
famous rivers, the Ob, the Yenisey and 
the Lena that ferried Cossack traders 
and trappers out to the Pacific centuries 
ago. 
There is still barely a sign of human 
habitation down below, the occasional 
w-dusted landing strip, a cluster of 


„uS, an open-cut mine. What's down 
young 
pioneers getting in a year or two of pat-- 


there, you wonder, eager 
riotic pioneering, poor devils who bad- 
.mouthed Stalin in 1936 hacking out 
theirs last hundredweight of salt, or 
maybe just untouched wilderness, one 


of earth's last frontiers? Just as you sink 


into: meditation on Mother Russia and 


her-harsh and heroic history, a chilly 


voice in mechanically-precise English © 


crackles in your headphones: Interna- 


tional Air 003, you are three and a half ' 
track. 





-kilometers north of your assigneé 
; Please corregt.at once. Opening up the 
"routes is a huge step in the 









way from our regio 


witch that navigatiofi, Captain, nyet? 
W HAT, RUE th (WAY, en S to 





y say, is really | 
ey, 'and these days the only way to. 
o is s by air. But, for this traveller at. 


now in operation | 
Soviet Union's | 


sides — 


irection, and easily the fastest. 
to Europe. Just | 






















| | printer-picket I know from my day: 

the Sunday Times, an old soldier, 
| me with a touch of envy: “We ne 
| barbed wire of this: oa 


variety, but appears to have razor 


sian airports, but their 


finanecia are at last i in better shape) their 


bitter rivals Try Walking Across, and 
my own home-town line Quaint Ass, a 
reference, possibly, to the kangaroo 
emblem on the tail fin, or less probably 


the brawny stewards employed to sub- | 
due unruly passengers on the long, dry - 


haul over the Great South Land (and 
the airline most admired in the business 
for its safety rules, I might in fairness 


add). The old British Overseas Airways. 
Corporation, now BA, defied nick- 
| naming, I recall, until a never-to-be- - 
forgotten British political scandal sug- 
gested in a moment of liquid inspira- 
tion that BOAC obviously stood for- 


Bend Over Again Christine. | 
"But what can you do with Virgin Or 

People Express, or for that matter, with 

CA AC? I mean, that hasn't been done 


already? Like newspapers with their 
‘Suns and Stars, Posts and Telegraphs, 
airlines. need some. imaginative new. 


names. . 

@ IN London I made the pilgrimage, 
pretty well obligatory fora journalist, to 
^Fortress Wapping the beleaguered 
printing plant by the Thames just below 
Tower Bridge where Rupert Murdoch 
and his remaining men, and women, are 
getting out The Times, the Sunday 
Times, The Sun and the News of the 
Screws, as Private Eye calls the biggest- 


selling newspaper written in English, 


more or less. The site is weil laid out, 
with long ramps for the delivery trucks | 
to park, a far cry from the crowded al- | 
leys around Holborn where profes- 


sional ladies used to help well-paid 


printers and drivers while away an idle 
hour in the backs of the same trucks, in 
what are now rapidly passing into his- 
tory as Fleet Street's bad old days. The 
building holding the Murdoch presses is 
a nondescript example of modern Bri- 


tish architecture, functional but unin- | 


spiring, the journalists are aptly housed 


papers. 

The pleasing. prospect is, however, 
ruined by 
"Scab!" at the curtained, wired-in buses 


bringing Murdoch's employees to work 


(the term “Blackleg” is now, I am in- 
formed, never used in industrial dis- 


putes, in these multiracial days), the 


buildings themselves are disfigured by 
immense loops and coils of barbed wire, 


making an ornamental garden in front 


look like.a POW cage, and the whole 
place like a prison camp. The barbed 





the line of pickets ' velling 





| outrageous that moderate, hands-off 
managements were driven out, open 
‘the way for tough, bold. gamblers: i 


| 
| 


| clearly in everyone's best intetests, pa 
in a former rum warehouse, the view : D 

over the river is spectacular and, apart | 
from a shortage of pubs in the district, it- 
looks not a bad Place to produce news- 


wire itself is not the ordinary, Stalag - 


blades welded to an inflexible core. A 


"3 dX gq 








| said “that’s progress. p T m 1 not so i 


ing political censorship on wha 


sentence, because in truth there i 


‘make possible a new golden age for 


have said; 
bloom, including the one we have — 


| anxious one for woman, in my limite 


"Oh well, anoth 
douleur," Y said, not bad for ihi in ‘th : 


.said. “Ooooww!” We did, with a finely 


. | aboard to Matthew Robert Sayle, a 

| one week, another fellow-traveller 
| life's long journey. Let's hope he cove 
"| the mileage - ‘his travel-worn paren 
: "Have! | ; 








the outcome of the dispute will 
® NO one has yet improved on tl 

widely spread commercial owne ship o 
newspapers and magazines as-a cl : 
spreading information essential- 
democracy, and no one seriously i 
putes that “The Print” — the oliga 
of Cockney families who cont 



























































printing in Britain for centuries — we 


abusing their monopoly. Not 


printed, but by making their nione yi 
mands. - p 
The sin of The Print was to mak 
their money demands — the famous pay 
packets for M Mouse and D Duck — so 


Rupert Murdoch. “Like Rupert | 
doch" is here used only to round off th 


one else with Murdoch's nerve, « 
and mastery of a balance-sheet 
dustry. One monopoly, in short 
another — but one was. def 
19th-century technology, the 
ing the wave of the future, such : 
aptly symbolised by the modern | 
ing plant at Wapping and the obsol 
rum warehouse (where do they kee 

rum now?). As Rupert Murdoc 
self has said,. "Monopoly isa ter 
thing — until you have it.” XR 

My own view is that. democ 

' best served by allowing anyone t 
lish anything he or she can sell or s 
sidise, and the more the merrier, ar 
the new computerised printing ought. 





written word. As Mao Zedong mi 
let a hundred Murdo 


very likely however, while the battle l 
Wapping goes on every Saturday nig 
A negotiated” peace at Wapping 


ticularly us readers’. ee 
€ MY visit to London was cut shor 
the need fora husbandly presen 
home. T he trip to the local mate 
hospital is a short drive for man but < 


experience. The non-pregnant part 
feeling about as necessary as the fifth 
wheel on the car, is supposed to crack 
jokes and make light of the whole aff 
it says in all the books; not so eas 

pains are coming every two mt 
another day, 














morning. My Fair Lady groaned even 
touder. "Stop those dreadful jokes o 
we'll never make it to the hospital" she 













judged 20 minutes to spare. So welcom 























By Susumu Awanohara in Tokyo " 
| Ithough Japanese farmers have suc- 








emot to lower its buying 
rice, thanks to the good offices of the 
ruling Liberal Democratic Party (LDP). 










































time in 30 years that the government — 
which purchases rice from farmers and 








reduction, ‘prodded by a vastly 
nged © public. opinicn advocating 
stice? for the urbanites. rather than 
ood security. E 

. Along with economic factors, the 
ghtened 
ong the urban salary 





men will. keep 


:es, including those for the hitherto 
osanct rice. In the longer term, the 
P will have to reduce dependence on 
e farm vote and may even quicken the 





des that it can win support in the cities 
t did in the recent general election. 


he year was unique in that the nor- 
ly truculent rice farmers only de- 
nde a price “not less than the car- 





en and 10 times higher than US and 
i rice. P peve atthe current EX- 
jange rate. 





‘but sensed that this would: outrage 
r nti-farm lobby and invite a 
i. The finance and agriculture 
es had worked out that accord- 














1 ment" s buying price should be set 
below last year's level. : 
y August, the governmen 





ouncil but faced stiff eleventh-hour re- 
sistance from the LDP farm lobby. 
Round- -the-clock haggling continued | 







enmt. s her 
end Prime Minister. Yasuhiro 
ne decreed on 9 August thatthe 
vill be.held at last year's level if 
s cooperated actively with the 
ing programme to reduce padcy 
hus the official buying price 







sense of victimisation” 


e of this shift deliberate! ly, if it de- 


p ce" of ¥ 18,688 (US$122) for a 
of standard rice. Thisis about 


»a formula used in recent years, the | 


wed the margin of its recom- . 
ed price reduction to the 3.8% - 
ed bv the expert Rice Price | 


iex rice: “Ras iste held at | 
i A te ationalisation,” 
; | ; exception of basic farm pe 


hef tarn sees fights a losing b battle o on press: 


| cessfully resisted the government's | 
price for. 


F called for a price reduction, said he | 
had to accept Nakasone's decision. Ag- - 


riculture Minister Mutsuki Kato, who 


. had pleaded with the farmers te under- 





E ports of products . ose domestic” 
| prices and. the international market 

| prices differ markedly. These price dis- 
| parities should be reduced, while ag- 
| riculture should be 









i 


| stanc that price reduction was in their | 


they can no longer take continued heavy | 
protection for granted. This was the first | 


sells it-to traders at controlled prices | 
sd each year — had recommended a- 


the pressure to liberalise agricultural - 


The bargaining which began earlier bs 


Earlier, farm gi groups had iale d! 
t the price should be raised by some - 


r Nye one while "Tokyo app armor: F 


| 
| 
| 
| 
|: 
We T 


| (central 









governi 


interest because it would revitalise Ja- | 
panese agriculture, also said tha: he had 


to respect Nakasone's decision. 


.. “H turned out that Kato was one of : 
'the more than 500 among the 754 MPs 


of the previous parliament, including 


half. the cabinet as well as mzny op- 
 positionists, who had earlier pledged 


support for the farmers’ demand for a 


tice price not below last year's level. 
Kato became agriculture minister after 
othe July election. 


Hailing froma largely rural district in 


‘Okayama. prefecture, Kato was among 


the most generous towards the farmers, 
going on record as opposing imports 


Rice: turning point. 


and upporting the maintenance of the 
1ent’s Staple Food Manage- 
ment Scheme, with a large subsidy ele- 
ment. Sor example, having bought rice 
at Y18,688 a bale from the farmers, the 
government will sell it to traders at 








518,568, but will also bear an extra 


munsgerent cost of ¥3,641 a bale. 


" 'he report of the * ‘advisory group on 
economic structural adjustment for 
international harmony” or -the 
Maekawa report, so called after the 
group leader, former Bank of Japan 
bank) governor Haruo 
Maekawa — submitted to Nakasene in 
April signalled the sea change in public 








| opinion concerning agriculture. 


| à section entitled “promoting ag- 
ricultural policies befitting an age of in- 
the report argued: 


EG CORPER CRT a inca pc yn nde cede heir IO LETERO EOE PORUM EUNT UNVRCHMNOE: 
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| change rate) a vear was being wi 
| by national and local farm subsidies of 
4 trillion and the extra cost of consum- 


 Toshiwo Doki 






rationalised and 
made more efficient." 

Although couched in moderate 
terms, the report clearly indicated to the 
farmers which way Nakasone was mov- 
ing. Some Maekawa group members 
went on to write their own explications 
of the report in more blunt language. 

One such writer pointed out that 
Japan's trade surplus of US$50 billion 
(about *9 trillion at the then ex- 
dout 


ing domestic farm products instead of 
imports, estimated at ¥5 trillion. Point- 
ing out that this was being done for the 
farm households (including the growing. 
number of part-time households) a-- 
counting for only 11% of total hou: 
holds and producing 396 of the gross. 
domestic product, the writer argued for 
a drastic liberalisation of farm products. 
The writer pre-empted counter-ar- 





acta atresia, 


dei based on the supposed neede 
or food security. saying that unless oil 
(which is required to produce fertiliser 
and operate farm machinery) is alsosec- 
ured it is meaningless to spend US$50 
billion on food security. The food secu- 
rity argument — propagated by former 
prime minister Masayoshi Ohira as part 
of his advocacy of “comprehensive 
security" and popular at the time of the 
US grain-embargo against the Soviet 
Union following the latter's incursion 
into Afghanistan — is pna. longer in 
vogue. Self-serving contingeffcy plans 

for food procurement in emerga@acy, ^ 
conducted by far'y groups and cal 
for increased self\ufficiency at still | 
higher cost, are ali buy forgotten. x 

In June a report fro; ; 

visory council on er 
ministrative Tr 




























ganisation Keidanren - — went further 
than the Maekawa report in advocating 
agricultural reform. 

The new report touched directly on 
rice, saying that its price must be set "in 
such a way as to restrain production," 
and that reduction of rice acreage and 
promotion of alternative crops should 
not be accomplished through prolifera- 
tion of subsidies. The Doko report 
added that the system of staple food 
management must be modified, with a 
view to increasing the use of the market 
mechanism and encouraging greater 
competition in distribution. 


M: recently, popular commen- 
tators wielding enormous influence 
among the salarymen have joined the | 3 A AC de 
campaign against farm interests. “Why | A pa ceremony was heldi “2 
should the salaryman household with an <anchanabui Thailand. ‘More than 
average annual income of ¥5 million 
subsidise the farm family with ¥6.5 mil- 
lion?” asks the prolific Kenichi Take- 

ura. He says that the government col- v | i 
acts about ¥10 trillion in tax from Y nger by his former í 
salarymen and spends half that amount il o the Yasukun ni 
on agriculture, mostly as. subsidy, and e | 
that the average Japanese family spends 
30% of its income on food, against the 
10% in the US. Takemura calculates 
further that if farm subsidies are 
abolished and distortion in land use is | 
corrected, the salarymen could aban- |. 
don their "rabbit hutches" and live in 
houses three times as spacious. 

The strong yen, cheap oil and low in- 
flation will make it difficult for farmers 
to demand higher support prices next 
year and beyond. Also, the continued 
external pressure towards liberalisa- 
tion, the large deficit in the national 5 D Jes 
budget, loss of consumer sympathy for |. » LAFE 7 — | ugi aid the v 
farmers and domestic financial liberali- | 3.3 a , included rst of all, 10 
sation, which weakens the position of | 
powerful farm cooperatives and other 
rural credit institutions, will combine to 
encourage agricultural reform. 

In the long run, with the decrease in 
-ural population and the resultant re- 
duction in rural parliamentary seats, the 
political influence of the farm lobby will 
also decline. The LDP has already had 
to agree to a series of constituency re- 
forms whenever the over-representa- 
tion of rural voters was thought to have 
climbed beyond tolerable limits. 

Happily for the LDP, the July elec- 










tion results indicate that it is gaining |- adetine of this din | sie: ruth is eem in ' 

strength in urban areas. The proportion |... government's offensive in just fying te 

of voters supporting the LDP is still ng history textbooks to ratio 

higher in the rural areas but the party |. i children and Preparing 

gained seats in the cities too, despite low ynstitution,” -Uesugi believes. * 

voter tur . (The conventional wis- o want to. do more than à just oppose, who want to o create [2 an 
off een that to win in the cities, 


tha LDP must raise the turnout and he 15 August ceremonies. in Osaka and: Kanchanaburi adopt 
Mobilise the lukewgrm supporters.) Be- 'dge. In it the war victims" group rebutted recen Ja 





tween the 1980 ad 1986 elections, the agains alleged foreign interference i n » domesti ffai 
LDP gained a ft of 11 seats in urban saying Asians were perfectly ent esed mnie: 
areas, against ,Zonly two in the coun- do not appear to refl 

tryside.l However, the LIBER need to nt form of interferen 





please fhe ufban voters will b another 
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= h ni ical po | 


yan Chanda in Washington: 
US has quietly rebuffed an 
ipt by China to curb American 
gy transfers to Taiwan aimed at 
ei develop its own fighter 
The REVIEW has learned that 
ve of fourth anniversary of the 
ist Sino-American communique 
reduction of American arms sales 
‘Washington sent a note to 
i h i in effect re — the Chi: 

















oncerned by upon that a number 


build an air-superiority fighter, 
vernment in Peking recently sent 
€ to Washington asking whether 
ctions did not violate the spirit of 


y to Peking. 
son its own and there is no need to 


| dealings with Taipei, 
d take 


ith 


ot technology." 


c whether Chinese elder states- 











might only be able to 


| defence contractors have been 
ed to provide technology and 
cal assistance to Taiwan in its ef- | 


(982 communique. Well-placed ad- 
stration sources said on 15 August | 
e administration's answer was on : 


e US’ reply said the communique : 










icatio wath: E 'aiwan: by 


al 


Official said that if the. Chinese | 
clarification, the US could in 
S | veiled 
Jeng Xiaoping and Chinese Com- | which, 
Party General Secretary Hu- i 
ig spoke responsibly for China | 
| the past, they have. publicly - 





nC t ———————RPREREER 





ects China' s stance on technology transfers to Taiwan 


non- peaceful means. This stance, the 
official asserted, is a repudiation of Pe- 
king' s *fundam ental policy" on reurifi- 
cation. as set out in the 1982 com- 
munique. The communique, he said, es- 
tablished a clezr link between China's 
stated “fundamental policy" of seeking 
peaceful reunification and a US pledge 
to reduce arms sales to Taiwan in quan- 
titative and qualitative terms. . 

In addition to the 1982 Sino-Ameri- 
can communique, Washington's policy 


on meeting what it perceives to be 


Taiwan's defence needs is guided bythe 
1979 Taiwan Relations Act. The act, 


passed by an irate US Congress in the 


wake of the secrecy-shrouded 1978 
Sino-American agreement normalising 
relations between Washington and Pe- 
king, provides for US support. of 
Taiwan's defence requirements. 

In January 1982 the administraton 
of President Reagan decided not to sell 
advanced fighter aircraft to Taiwan — a 
move designed to avoid a crisis-in rela- 








| tions with Pekirg, but one that did not 
anc | resolve the administration's desire to 
interpret or renegotiate it. However, | 
he note assured China that ir Washing- : 
the US 
into account the com- : 
ique. "An administration official | 
“We don't want to reopen negotia- | 
“ith the Chinese on this score. The | 
very clezr. It talks of arms sales | 


meet Taiwan's request for more ad- 
vanced warplanes. ` 

While Taipe: would have preferred 
purchasing American-made F20 Tiger- 
sharks to replace its ageing fleet of 
F100s and F104s, it was forced to settle 
for the more risky course of building its 
own fighter fcllowing the 1982 US 
agreement with Peking to scale down 
arms sales to Taiwan. 
. Finally the US administration un- 
its technology-transfer pian 
it argues, meets commitments 
both the 1982 Sino- American 
communique and the Taiwan Relatiens 
Act. Under the plan, the US Govern- 











ment has granted a licence to General 
Dynamics- to- "Hep AE and- | dest 







































while the August 17 communique is 


hold, if only for the recor 


manieira enunta D D CORP RN n aT a a in a 





an i engine for the fighter and sell 
the-shelf components — including an | 
avionics package. Prototypes are (eX 
pected to fly in the early 1990s. | 
Independent analysts say China has 
reason to be upset over the US adminis- 
tration’s move to side-step the 1982 
agreement and to help improve the 
quality of Taiwan’s airpower. But they 
concede that China has no legal leg to 
stand on as the 1982 communique does 
not specifically prohibit. technology 
transfer. Moreover, the US assistance 
to Taiwan is in compliance with the Tai- 
wan Relations Act, which enjoins the ad- 
ministration to provide Taiwan with de- 
fensive arms to maintain sufficient self- 
defence capability. “The Taiwan Rela- 
tions Act, after all, is the law of the land, 





















only a statement of policy,” an adminis- 
tration official said. | 

There seems to be a general consen- ' 
sus among observers here that while Pe- 
king is unhappy about the technology 
transfers, the Chinese are not spoiling 
for a fight with Washington. Both pri- 
vate and public expressions of Chinese 
concern have been low-key, iacking the 
menacing tone of such statements on 
US arms sales to Taiwan in 1981-82. 

During a visit to the US in June, 
Chinese Vice-Foreign Minister Zhu 
Qizhen sought clarification of the US 
position on technology transfers. How- 
ever, he did not raise the matter in a 
confrontational way, nor did he hint 
that it would affect overall Sino- Ameri- 
can relations. Although China raised 
the ak te rature on the issue in July with 
an article in Liaowang magazine, saying 
that private US involvement in produc- 
ing a Taiwan fighter "seriously violated 
the principle of the August 17 com- 
munique," it did not suggest any re- 
taliatory action. 
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Ass said China cannot afford to 
risk the benefits it is deriving from. 
American technology transfers and in- 
vestment by damaging its relations with 
the US. China’s reason for raising the 
issue formally, they said, mav be due to 
its concern that if it does not register its 
unhappiness, ^ conservative con- 
gressmen in Washington may be en- 
couraged to test the limits of the 1982 


PAPER 


communique further. | 







Some analysts believe that the 
Chinese Foreign Ministry — and Zhu in 
particular, as he was Peking’s key 
negotiator in the 1982 talks — is sensi- 
tive on the issue of technol nsfer 
because it may be viewed as refle i 
badly on Chinese negotiating skil 
Most importantly, opposition to Wash- 
ington’s defence reWtionship with 
Taipei is a matter of prinliple p China, 
which Peking needs cor 






















The fact that China ha 
mild objection t x 






















$ tance . | 4 
: ae When fri 






1 anniversary pass | 
shing Washington — may. 
ob ade RE, con- 










pw we notice.” X. 
Lord added that i i 










igen an. Tt | 
| support for the rt 
| say that China is a> 
i while China says. that ‘t 
| world's ills is the fierce co 
| two superpowers for! 
ot appreciate being confused 
Soviet Union." |. 
-> Some US congressional leaders anc 
ee à ee administration officials say that whil 
in Asia and that Sino-American rela- | the US has made considerable effor s to 
| | enable China to buy American-mz 
military goods, sales have : 
| hile” a minority of adanida | Some officials complain. that Pe 
a ` its long-term interest in USties: | WW officials argue that Washington | been using its American con 
Ithough Washington has: reacted | may need to support more actively | open the door to. Western. 
:  ely with nonchalance about the | Taiwan's reunification with the main- stores, but makes few purchases i 1 
soviet moves towards China; the extent | land in order to achieve better coopera: - US. IU 
of private concern among government. tion from Peking on various issues, China has bought only US$1d. 1 
officials was demonstrated by the fact | there appiness with China’ spublic | lion worth of artillery-shell tec 
hat US Secretary of State George. | osture o quidistance i in its relations | out of a deal that was to reac’ US 
Shultz has ordered a review of Washing vith. the superpowers, its improvement | million. China has yet to sign ; 
ion's Asia policy. Sources said the | of relations with Moscow and the slow | offer and. acceptance for an; 
review was prompted by a sense tha Tee in US military salesto China. | package worth US$550 million thi 
Moscow has made some political gain: In May; US Ambassador to: China sent to Peking about a month ago. 






ay that edge by pic 
Washington. at thi | 
ssue.: 

Peking iS aisi ; 
vrangle with Washingto 
idministration is still Sá 
'OW's recent initiative on Asi: 
ined recently by Soviet le 
3orbachov, who made new v concessions“ ; 
0 Chinese demands on the Sino-Soviet | 
yorder issue and on Afghanistan | tions have lost steam. 
REVIEW, 14 Aug.) — would appear | -. 
slaying the “Soviet card" and could | W 

























































































































The Cáüfiang government ia this year added anew sammie aon category y'ihat allows persons 

to invest $250,000 Cdn as part of their qualification for landed immigrant status. CANADA 
WEST VENTURES LTD. has been approved by the Canadian government for this DRE asa 
privately administered investment syndicate. — | 








CANADA WEST i Is managed by Ventures West Management Inc. i has the largest rivals: 
. venture capital fund management team in Canada and one of the most successful. Ventures West 
has been managing s such mune: for leading Canadian institutional investors for more than thirteen 
ars. 






| eee wishing more information on this program should contact Jeffrey McNair or 
Michag ! Brown at: 


- CANADA WEST VENTURES LTD. - 
Nate ‘Street, Suite 40 400 Vancouver, B.C., V6B- 1B8- Canada 
Telephone (604) 6 688.9495 Telex 0454449. 








| Political estes 


[ ginning to take the 
shine off President 





honeymoon period. 


! Lem m lenges her honesty, 
sincerity and integrity, but as she nears 


b 


inand Marcos is perhaps inevitably be- 
« nuns tarnished. 

Personal ambitions and conflicting 
ideological convictions increasingly 
trouble the administration and en- 
oach upon Aquino's authority. Above 
Ll the communist insurgency still 
'kens the scene, and ncthing so vividly 
hlights the fundamental divisions in 
government as the attitude towards 
; andling of the process now under 
y in which the new government is try- 
ig to coax the radical Left to lay down 
sarms. 
: he he the new sense of freedom 
er 20 years under the Mareos thumb, 

licting forces present an image of 
al drift. Aquino herself enjoys 
us personal popularity, but, in- 
singly, debate centres on whether 
he is strong enough, or politicallv 
ware enough to E those us 
























of the Communist Party of the 
pines (CPP). 








Oosphere of division and confusion. 
lore ang more the S in a 









Defenice Minister Juan Ponce Enrile, 
perceived ty many to be menacing in 





downfall of Marcos warned first of com- 
munist infiltration of the administration 
and then revealed a dramatic plot by so- 
called loyalists to kidnap Aquino, most 
of her ministers and generals, which. 
Enrile said, aimed to restore Marcos to 
power. 

— Vice-President Salvador Laurel was 
ed as threatening to sack three 
sters if he became acting president 
Aquino's absence on a foreign trip. 
to be put firmly ir his place by 
quino. 

ocal Government 
) Pimentel 













is under increas- | 




















dn 
the Philippines are be- 


| Corazon Aquino's 


No one publicly chal- 


six months in power, the glimmering 
promise of her takeover from Fer- 


he ether tbe fluid. political situation: 
not be playing straight into the 


Recent developments fuel the at- | 


' wings, within a few days of the - 






Minister | 


cr icism for his heavy-handed re- | E 
of local officials, being | 


openly challenged by another Aquino 
appointee, acting Metro- Manile gover- 
nor Jose Lina. | 

» Differences emerged between two of 
Aquio's major economic ministers: 
theoretician.’ Winnie’ Monsod, minister 
for economic development, and prag- 
Matic businessman Jose Concepcion, 


minister of trade and industry, over fun- 
damental policy on import liberalisation 


which is demanded by the IMF. 

Political observers were puzzied by a 
statement on 6 August by armed forces 
chief of staff Gen. Fidel Ramos that as- 

.Surec Aquino that when she makes her 
series of trips to Indonesia, Singapore 
and then the US at the end of August 






























ionalista at heart. 


oH raster ———————À 





and in September she need not worry 
about the Sittsbion in Manila. 








"his statement was soon followed by 
W the reported remark by Laurel that 
if he was left in charge as acting presi- 
dent, he might fire three members — 
taken to be a reference to Aquino's 
powerful Executive Secretary Joker 
Arroyo, Pimentel and Labour Minister 
Augu sto Sanchez. 

The three ministers are among the 
most controversial in Aquino's adminis- 
tration. Arroyo, who has a long associa- 
ton. with the Aquino family as one of 
the lawyers of the president's late hus- 








































political influence over. SAI 


ligno Aquino, is criticised for 


: rtel has incensed local politicians 
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by his nationwide appointments of offic- 
ers-in-charge (OICs} to take-over from 
elected governors and mayors. And 


_ some in the business community dislike 


Sanchez because he has apparent 
sympathy for the radical labour move- 
ment — which has sponsored many of 


the unprecedented number of recent 


strikes. 

Aquino swiftly made it known that 
when she is away, Laurel will act on her 
behalf only in a socia! capacity. He will 
have no power to dismiss anyone, she 
said in a decree, making it plain that ^ *- 
royo will handle day-to-day runnin) 
the government while leaving importa; 
[ous matters to await her return. The 
president made no comment on 
another Laurel statement — 
that his Unido party, now at 
loggerheads with Pimentel’s 
Pilipino Demecratic Party 
(PDP)-Laban, might merge 
with Marcos' former Nacional- 
ista Party (NP), now effectively 
the main opposition party in the 
Philippines. — . 

Laurel is a former member 
of the NP. Political sources 
say he is concerned that his 
Unido party. lost out to PDP- 
Laban im Aquino's cabinet ap- 
pointments and now wants to 
bolster his political stature by 
| exploiting the NP's campaign to 
recruit the abandoned sup- 
porters of Marcos’ Kilusang 
Bagong Lipunan (KBL) party 
machine. | 

The situation is further cc... 
plicated by the suspicion that 
Enrile, Marcos’ former righ 
hand man who led the success- 
ful military revolt against his re- 


gime, might also be co-opting the NP as 


his political base. Enrile told the 
REVIEW that though he was once a 
member of the NP he has no plans to re- 
join the party. But he added: "I'm still a 
Nacionalista at heart — I still consider 
mvself a Nacionalista.” 

Enrile himself stil’ constitutes the 
main source of uncertainty in Manila's 
current political clima € is evident- 
ly not trusted by many of inet 
colleagues. Privately. he complai\s tha 
he is not consul&d by the adminis 
tion's policymakeX, even on security 
issues touching on strategies towards 
the Left. 

























are distancing themselves. fro 
mainstream of Aquino's administra- 
tion, but also has reinforced speculation » 
that he is now plotting a new course in 

his publicly acknowledged ambition 

eventually to become president. The 
motive for his revelation of the sensa- 























been uncovered by intellige , 
is unclear, but it certain "did ttle tore- 


















x er realm. He 
e — I hope he 
ry to darkness." 
as undoubtedly 
created the imp of a government 
with at least ower centres — a 
popular Aquino with her loyal followers 
-in the cabinet, and a powerful Enrile 
supported by the armed might of the. 
military. 


plenipotentiary fre 
is now in a twilight 
doesn't return the 
Enrile's postur 





"he wild card in id pack is ‘Ramos | 
a who, while acting as Enrile’s cohort 
in the uprising against Marcos, is also l 
known to be-very loyal to — 
Aquino and almost certainly has `| 
a wider following inthe military | 
than the defence minister: Thus, 
despite coffee-shop talk that En- 
_ rile might seize the next chance 

to make a more frontal challenge ~ 

to Aquino, diplomatic. analysts 
dismiss this, citing loyalty by. 

Ramos to the constitutional 4 

commander-in-chief (Aquino). 4 

Enrile, of course, constantly : 
denies any immediate ambition 
to take over the presidency and `| 
is careful to stress his loyalty to . | 
the . president. But military 
sources say he is inflamed by 
criticism of his position and sup- 
posed ambitions by other mem- 
bers of the cabinet, whom he re-- 
ards as political amateurs man- 

euvring to further their own. 

«areers. In an interview with the . 
| REVIEW, Enrile revealingly re- ij 
ferred several times to “we” — 

the military and himse 

“them” — presumabl 
in the government. a 
inject politics into w atwe are. doing i is 
rather silly on their part," he said. - 
“Some ed te probably have their own 
political ambitions, or they feel threaten- 
ed because of my exposures [about left- 
ist infiltration of the government]." 
The intensified manoeuvring within 
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Aquino's administration and her talks | 


' x fý 


with the Ciz comes at à time when an 
figefising mix of good intentions and 
nffnability to act upon them have 
wipíralysed brave. PY posals for land re- 
form, pu 1; gand welfare meas- 
ures. Jh. y 


pt 
















> | generate more rancour ethan relief. The 
:| effort to defuse the 17-year communist | 
insurrection not only prompts dismay | 
from Enrile but also aggrieves many of- 


ficers who are troubled less by the faint 


prospect of a truce with their longtime | 
adversary (which some would welcome | 
in the “right” circumstances), and more | 
because Aquino has kept the military | 
out of the government's negotiating 


panel and strategy discussions. 
Apart from political personalities, 
even the regime's distinct achievements 
— such as releasing more than 600 poli- 
tical prisoners or creating a mood. of 
“democratic space” — also cause prob- 


lems by provoking further demands that | 


far outpace the regime's ability to re- 
spond. Human-rights groups in particu- 


lar target alleged military abuses while ` 
ignoring insurgent excesses. 
..— A quickening pace of industrial ac- 
| tion in support of wage demands, often 
led by the communist-linked Kilusang 
Mayo Uno (KMU) trade union federa- 
:tion, may also fit this pattern. And 


another, unwelcome beneficiary of the 


8| evidence of this came when Aqui 


: seeking a new power base. 


ganised collection of “Marcos loyalists” 
— who have tested the regime's pa- 


‘democratic space is the loosely or- | 


tience to the limits with successive ral- 


lies, a fizzled coup in July (REVIEW, 17 
J uly) and more recently by a brazen 
daylight. murder of a man wearing 
Aquino's distinctive political colour — 
yellow. 

Arturo Tolentino’s loyalist revolt re- 
vealed the extent of resentment towards 
Interview/Corazon Aquino: page 30 

The stagnant economy: page: 31 

New socialist roads: page 32. 


: The ceasefire i issue: page 34. 


| have occurred. 


|! Tor judicial or OIC appointments. 


L approved a statement which set: 
| certain worrying trends for the presi 


" rir tama Lerner nsn merit 
itti nec reset marre menm enne - 


also, the ‘affair revealed how dang 
ously isolated Aquino's inner circle: 


jn the military. 


blunder. The single-minded pursuit « 


become, some allege, an old-style pa- 


Bitter division-of-spoils argumi 


paratus (in which Aquino's brother J 


I| ment of power after Marcos’ depa 
|| has also led to instability. For exar 
|| the, now heightened influence © 
I Roman 


» REVIEW — found reflection in a rec 
| memorandum presented to Aquinc 

delegation of some of Escoler's- 
.fellow bishops. 





late Julv, they told her that slow mc 


-undercutting the general post-Febr 















become from some currents of opinio 


Inside the government apparatus, 
virtually total clean-out of Marcos-er 
functionaries ironically has added to 
new regime’s instability. In scores of 
localities, inexperienced OICs have 
into resistance. Some analysts see 
OIC problem as Aquino's biggest single 



















“crony” assets by the Aquino-ap- 
pointed Presidential Commission 
Good Government (PCGG) has 

































































tronage recycling exercise that gene 
ates resentment and SHSEOHTARERI new in- 
vestment. 

The traditional patronage: dimit 
to Philippiné politics explains muc 
the increasingly bitter relationsh 
tween Aquino's advisers and Lau 













tween Pimintel's PDP-Laban par 


“Peping” Cojuangco serves as sec 
ary-general) and Laurel’s Unido pe 


In other, less vivid ways, the; rea 


Catholic Church, sp 
home to 85% of Filipinos, trigger | 
easiness among minority Muslims. O 


devout Catholic herself, asked 
bishops to advise on those nomina 


"his gathering. mood of “uneas 
pectation" — as Bishop Escol 
Zamboanoa del Sur described it to 


In a closed ses: 
at Tagaytay from 7-9 July, the bish 


When the churchmen met Aqui 


ment towards land reform, the lack: O 
guidelines for receiving thóse insurgent 
who have surrendered, growing tabou 
unrest, the OIC row, failure to disband 
some paramilitary groups and insecur 
of tenure in the civil service. were 


optimism. 

The supportive role of the churc 
Aquino before and during the Februz 
revolt, may become more promir 
again if her rule continues to be c 
lenged. 

Despite the discouraging ranc 
Western diplomatic sources poi 
some positive business indices. Infla 
has BC cut, according to offici: 
ures, to 2.4% in the first six mor 
| 1986 rom 317 ^o in the same pe 





















nent ot 
according to 











p. ac 
ctories have adde 












tories again. 





and negotiating strike settlements — 
the economy is still saddled with enorm- 
ous debts and pressure from the IMF 
and World Bank to get its house in 
order. But at the same time, the IMF is 
demanding the removal of protectionist 


vhich Concepcion sees as absolutely 
esssary in the short term to help re- 
, It is on this issue that he and 
sod are at complete odds. - 








ie. surprisingly ambitious meas- 
es are aiready in place, however. 


ient. Pump-priming public- 
pregrammes, mostly for rural 
‘have been drawn up, as have 
r financial aid to private projects 
annelled through voluntary or- 
Jons. in every province. In the 





itution is being written after the 
os-era legislature went into ar 
o-decreed oblivion. | 
king on the optimistic side. 
too much can be — and is — 
‘the differences among mem- 
of the government. For example. 
yo, Rene Saguisag (presidential 
kesman) and other progressive civil 


ds 


sts about economic policies. With- 





be to a market-minced attitude 


nd ending the insurgency would 
nly fulfil a key Aquino camp 
mise, but would also win hera place 
story. But to do this she must get 
Of the bind wherein she seems un- 
to move oae way without leaving in 

















Idy coalition. And she must some- 
w surmount the gap betwcen high ex- 
ations and the comparative power-. 
essness of her government to meet 
1quickly and convincingly. — 
lany sources, for example, point 
ively at her government's appa- 
ity to redistribute land, even 
easy" locales as Negros, which 
| the grip of starvation because 
Hapsed sugar industry. And to- 











uthoritarian leader, who was too 


> SUCCESS. 


ing the insurgents down from the - 


align 


with the mounting problems, has - 
realisation that by merely eject- 


he saddle, does not in itself. 


neasures such as import restrictions | 


exclusively political sphere, a new | 


rtarians do not necessarily have | 
y divergent views from the | 


eption, all of Aquino’s ministers | 










e preliminary data shows: 
/-material imports climbing — a sign © 
t some businesses are building up in- | 


But while Concepcion has impresséd - 
local observers with his dynamism in ` 

ying to get the economy moving — | 
even personally going out to shopfloors |. 


, reform has received cabine: | 


ie lurch another element of her un- 


menant t rh raer AAN EA A ri t tiet 


| Nearly six months 
| after the dramatic 
"people-power"  re- 
| volt. against Marcos 
| that. swept her to 
| power, | President 
Corazon Aquino is 
ami not having an easy 
time. She still enjoys an immense reser- 
voir of personal popularity, but she 
freely admits that she is not a "profes- 
sional politician." She is struggling to 























































manage a fractious cabinet — «some | 
.members of which have as little experi- 





ence in politics as herseif — and address 
herself to the country's two major prob- 
lems: a rock-bottom economy that re- 
fuses to move and a communist insur- 
gency that has not lost any of its punch. 
Widely loved though she may be, 
Aquino inevitably is coming under in- 


 creasing critical scrutiny by a free- 


wheelinz press in a country where the 
presidert is traditionally blamed for 
everything. She admits she has not yet 
learned :o take the barbs. An essentially 
private person who: rarely shares her 


inner thoughts with her political col- | 
leagues, Aquino discussed some of her | 


problems with REVIEW chief correspon- 


guest house in Malacanang Palace. 


The draft constitution calls for youtore- | 
main as president for the next six years. į 
Will you be happy to remain that long or | 


would yeu prefer an earlier election? 
-I wom't run in another election — I 


haven't changed my views on that. 


When I ran in February, it was because I 


considered T was necessary in a snap | 


election because the opposition forces 
were publicly E as not being 
able to unite. Somehow I was thought of 
as. the urifying factor.” 


What is your response to criticism | - 
 — particularly in the military — that | 

there are too many conflicting forces | 
in your cabinet, with a general socialist 


tendency? | 

‘It wasn't a secret that we all came 
from different factions, and the com- 
mon denominator was that we were all 
against Marcos. It would be asking for a 
miracle again if, at this early stage. we 
would all be of one mind. At any rate I’m 
sure when elections are called next year, 


we do have a government that would 
more clcsely resemble the more com- 


monly perceived kind of government. 
As I am learning now, 20 years [of 
Marcos rule] is a long time, and it is al- 
most impossible to get people who have 
not either worked for. Marcos or who 
have not been tainted by the Marcos in- 
fluence, . a" 
dent I could get 50 honest and qualified 





E — PREPARARE 









dent Rodney Tasker in Marcos’ former | 


€ beginning I said I was confi- | 





ferences between Defence Minister 


Tuary, who knows, mayor p 
President Salvador] Laurel anc“ 


people were really sur 





men and women to help me run the gov- 
ernment, but I've learned that it isn't as .—. 
easy as all that. You just have to forget | 
that some people were indeed con- | 
nected with Mr Marcos before... How | 
many can be like Ninoy [Benigno | 
Aquino, her husband] or ‘Pepe’ Diokno | 
or [Jovito] Salonga. So again I say if we | 
had just confined: ourselves to the | 
purists then we would have forever re- | 
mained in the minority. | 
What is more important now is that | 
all of us try to work tegether because, | 
with the enormous problems we are fac- | 
ing, the only way we can solve these | 
problems is if we are united . . . I always | 
try to point out that it wasn't justa ques- | 
tion of four days [of the February re- | 
volt]. This started a long time ago but, | 
specifically, I would like to point out | 
that this started on 21 August 198; 


| [when Benigno was assassinated]. 


How do you handle the perceived dif- | 
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| 

Juan Ponce Enrile and others in the | 
cabinet? "o 

As I told minister Ponce Enrile, were 

it not for him and ‘Eddie’ [chief of staff 

Gen. Fidel] Ramos joining [me] in Feb- 
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e 













oy’ [Vice- 


still be going around the country cal\ 
for support for ouq civil-disobedien 
campaign. 

I guess what 










I could forget the pas 
















.. vinced th 3 
i were responsible for, first, the assassi- 
nation 


next the widow ofa m 


‘am reall 


‘camp $ 
| segmen 


atit 


tar 





of Ninoy, and all the other 


abuses. So are we to condemn the 








first, the wife of a 












ssinated by 
the military. But becau president 
now, it has to be 
tire situation cs 
that our soldiers a 
[US$4.95], or P150 
how can you expe 
underpaid and w 


en I found out also 


r hazard pay. : . 
people who are 


tively if they are 


not even given the 


It will need also a re-education on 


the part of the Filipino people, plus both 
*he civilian sector and the military sec- 
or really have not-only to re-examine 
.hemselves but to make an honest ef- 
fort: the military to earn the respect and 
confidence of the civilians, and the civi- 
lians to try to forget the abuses of the 
past. up d a nn 
















Are you bothered by the media's harp- 


ing on ! 
rest of the cabinet? 

Of course I am concerned. I cannot 
just be blase about all this. But what I do 
is to call Johnny [Enrile] for him to 


come here — we have this hot line — 









Now that y 
tions for i 
munists, the 


hoping for a cease 


called for a ceasefire. 


the military, because | would imagine 
the military knows best how to protect 


` itself — they know which tactics to em- 
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give the ceasefire- 
| before you decide 











-You fee, T 








 vantage point where I was, 
a political prisoner, . 


of the en- | 


ven only P100 | 


i who are not guaranteed - 
medical care to go all out and fight effec-- 


the rift between Enrile and the- 
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. | sues identified ` 
groups and organisations. 


previous administration. 


pe to achieve 
e US next month? 














number one problem — certainly I hope 
that the Aquino government will be 


treated in a much better way than the 


You are visiting Asean partners In- | 
donesia and Singapore first. Is this. 
mainly symbolic of solidarity with 


Asean, or do you expect to achieve any- 
thing tangible there? 


No, not really symbolic because next | | 
year we will have the [Asean] summit | 
meeting here, and I really have not had | | 
any personal contact with any of the 
Asean leaders except for [Singapore] | 


Prime Minister Lee Kuan Yew. I think 


it's very necessary for all of us to know 


each other better so that at next year's 


summit meeting we can better arrive at 
some solutions to the problems facing: 
the region. 


On the economy, were you satisfied 
with the result of the recent talks your 
government had with the IMF, particu- 


Tarly their call for import liberalisation? - 


They have come up with certain pro- 
posals. In fact, what we have been assur- 


ing the manufacturers is that definitely | 


we will not do anything which will serious- 
ly prejudice our own manufacturers. 


Does the fact that there have been more | 
strikes so far this year than during the 


whole of last year disturb you? 


Well, most of them really have been - 
strikes at the sweat shops, in small com- | [Ff 
panies. The major or bigger businesses |- 
and companies have not really been af- 


fected. It's really because in many in- 


stances the labourers have not been | 
given their just wages. But I am hoping. 


we will be able to resolve this very soon 


so that the industrial peace that I have - 
been long appealing for will finally | | 
come to be — só that we can encourage | 
the investors to hurry up and give, and | 


we can give more jobs to the people. 


since’ the economy is our 


biniditta iiiad epee e taar y ee e att ehe a TEM" 


Some say that your government takes. | 


into serious consideration popular is- 





No, I think I would better describe it 


to the problems and concerns of the 
poor, who comprise the majority of our 
country. As I said, it will be a govern- 
ment of consultation and that is really 
what we have been doing . . . It is best 


that we feally listen to all sides, because 


Marcos in the past just closed the doors. 


You sometimes seem upset about per- 
sonal criticism in the newly free Manila 
press. 


etter a press that’s free. dike this 
rather than before when the silence was 


1 | deafening . . . Sometimes I just don't. 
y |. want to read what's written, but Lguess I 
_justhaveto. . | : 


u 


ed with cause-oriented | 


às a government that is really listening- 







| the wranglings in the six-month-ol 


femme 











| the number of strikes already exceed 


. First Movement, a six-year-old I: 






























































By Jose Galang in 


ing economic fu 
mentals. The p 

sector is gett 
creasingly — wi 
over the cacophi 




















ernment of President Aquino and ov 
the growing influence of the Left in the 
labour movement. | us 
The biggest problem is still the 

demand for various industrial g 
which has led to curtailed productio 
and slowed investment. Howev 

government has unveiled progra 
and policies aimed at boosting p 
ing power via an emergency e 
ment scheme in the countryside 
through less-oppressive tax polici 

But businessmen are still large 


impressed. For example, they accuse 
the government of failing to contain 

rash of labour strikes in recent month 
(REVIEW, 7 Aug.), charging that s 
officials are siding with striking we 
ers. In the first seven months of 


the 371 recorded for the whole of 
Invariably, businessmen trace 
strikes to “radical elements" in 
labour sector. "a 

Most of the recent strikes 
staged by unions affiliated witl 
Kilusang Mayo Uno (KMU), ot 

















-Even those workers who are pipi: 
have had to bear a drop of some 6% 
real wage rates over the same period, 





rice increases reached 50.395 in 198 
d 23.1% in 1985. Meanwhile, ‘the 
Ountry's 1.000 top corporations in- 
creased both their revenues and net pro- 
fits significantly. 
|: The labour movement lis petitioned 
or.a 25% increase in mandated mini- 
mum wage rates this year, but the 
quino government declared. that 
our.and management will be lef 
' in determining ideal compensa- 
| evels. The recent wave of strikes 
ars to have been spurred also by 
de facto freeze on wages. 
ll these factors serve as fodder to 
leftist cause. While the KMU’s cur- 
dri '€ focuses on better incomes and 
-conditions for employees 
ts umbrella, the union remains 
with the ultimate objective of 
.System where the re- 
etween capital and labour is 
tween a master and a slave 
 present]," KMU . chairman 
ado È Olalia: said i in an interview. 























| Leftist loiter in Ped 









i tion. President-Aqü:- 
|.no's government may 
be riven by personal 
ies and different ideologies but its 
- liberal, highly democratic 
“has forced. the Left to seek new 
venues in its drive to 
ocialist state. 

. Manv Filipinos and foreign: obser- 
ers expected that the ousting of the dic- 
itorial Marcos regime would prompt a 
nass exodus from the outlawed Com 
nist Party of the Philippines (CPP) 
lits military arm, the 18-20,000-man 
eople’s. Army (NPA). That has 
happened and, while some insur- 
have quietly come down from thi 
the communists’ armed struggle 




































current feelers to open ceasefire 
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espite a rise in nominal wage rates as. 


establish a | 





wide continues unabated ~~ de- | 


between the government and the 
the Na- 


| Philippines have had | 
| to. move ;swiftly--to | 
| adapt to the new post- 
| Marcos politicalsitua- 
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.surgency was 


-unions — in local municipalities 


and in certain industries has honed its 


organising ability, put to best use Curing 
strikes and demonstrations. "We con- 
tinue organising and politicising work- 
ers,” Olalia said. “The success of seizing 
political and economic power for work- 
ers depends on two elements — political 
and revolutionary awareness, and or- 
ganisation.” 

The union’s high success rate in sec- 


uring economic benefits has made it 


most attractive to workers. For exam- 
ple, recently the KMU was able tc seek 
a repudiation of an existing collective- 
bargaining agreement (CBA) ina trans- 
port company that provided for wage in- 


creases of 20.12 (0.6 US cents) a day | 


when the basic daily pay was about P47. 
After winning a local certification elec- 
tion, the KMU received an initial offer 
from management of increases of P3 a 
day for the next three years. 


T's: KMU's dramatic growth has 
infuriated the Trade Unions Con- 
gress of the Philippines (TUCP) — 

created under the Labour Code, which 


was enacted during Marcos’ martial- 
law regime. TUC P officers have tabel- 


led the KMU as “a communist front,” 

apparently in an effort to scare pros- 
pective members, and has accused 
it of raiding companies where :here 


But what has happened is. a con- | 


certed attempt by the CPP, through var- 
ious front organisations, to exploit what 
it calls the *democratic space" created 
by Marcos' departure. Whereas before 
the byword in the strong communist in- 
an .uncompromising, 
mainly violent campaign to topple a 
rightwing dictatorship, now leftist prop- 
aganda stresses the need for a coa ition 
government. 

In other words the CPP, through its 

"national democrat" front organisa- 
tions, sees an opportunity to take ad- 
vantage of what it perceives to be a 
weak, possiblv transient government to 
work within the system. As former 
leader of the NDF Horacio Morales told 
the REVIEW: “The Left sees the coming 
to power of the Aquino government as a 
means. of achieving its aims through 
legitimate means.’ 

Morales himself has formed a group 
called Volunteers for Popular Demo- 
cracy —- essentially a national demo- 
cratic movement — with a view to zain- 
ing: government service positions for its 





mo The group identifies with the 
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NPA soldier: no mass exodus. 





gusto Sanc lez, 


parliament in the years preceding the 
fall of Marcos, looks at the current 
labour militancy as a release of frustra- 
tions built up during the Marcos admin- 
istration, which the labour movement 
best remembers for “repressive and op- 
pressive” labour laws. 

Sanchez is confident that the strike 
fever will fizzle out as workers relish the 
whiff of freedom brought about by Mar- 
cos’ ouster. The labour minister has 
been strongly criticisec by many busi- 
nessmen. for not effectively - acting 
against the wave of strikes. But it is also 
felt that given his experience as a lawyer 
for the oppressed — he was chairman of 
a lawyers group specialising in human- 
rights cases — he would be the best buf- 
fer against adverse action from the 
labour sector. 


The KMU says it maintains ^princi- 





pled and critical support" for tk 
Aquino government. Although it bi 
lieves that there has been “no meaning- 
ful change in the system" and that "the 
same repressive and oppressive labour 
laws" perpetrated by Marcos have still 
to be abrogated, the union nonetheless 
appreciates the "democratic space" that 
it has been afforded under the new gov- 
ernment. 

“If the government does not live up 
to the expectations of the people and we 
go back to oppression and repression, 


















c PPP 


nationwide leftist mov T l 

which claims to represent more\h 
1,000 “cause-oriegted” organisati 
with about 2 million embers from vari- 
ous sectors of societ 













political ground as a bu : 
Partido ng Bayan, wing 
put up candidates 1 


a former uman- n-rights:. 
| lawyer and an opposition member of 
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ed the npe o | 
y in trying to stifle labour man. 
A natenn : stance on strikes announced 













ilitary says the labour move- 
: nfiltrated .9y communists | 
recent’ surge. of | 


called the "Con 
Philippines’ (CPP | 
nique" in the labour movement — in- 
volving secret liaison groups with 
workers through its Grupong Tagapag- 
paugnay (Liaison: Group) until its | 
nip ong Pang-organisa ng Manggaga- | 
a (Group to Organise Wotkers) taxes. | 


tion tech- 





"These groups, the ministry 2 argues, 
operate under the leadership of the 

niteng Pang-organisa ng Manggaga- 
Work- i 






(Committee to Organis : 
ers). “These are secret orga isations re- 
sponsible for recruiting both 





aje | | 
tship, Was to launch a halon 
“peoples strike," but it was pre- 





| Caged by Marcos’ departure on the 
| evening of 25 February. Leaders of that 
| exercise are convinced that had the 
| strike materialised, the Left could have 
| launched its own power-grab amid the 
| confusion. . 


rispin Beltran, secretary- -general of 
# the Alliance of Nationalist - and 
Genuine Labour Organisations, said in 


| a recent forum on labour-management 


relations that "the workers will not hesi- 
tate to seize production facilities from 
management if employers no longer 
provide the needs of their workers." 

Another KMU official has also cited as 
an important achievement the sugar 


workers' occupation recently of certain | 
| idle sugar lands in the main sugar- pro- 
| ducing island of Negros. - 


For its part, the business sector re- 
mains wary of the possibility of a mili- 
tary takeover that will install Defence 


| Minister Juan Ponce Enrile as leader. 
| Businessmen are divided over the pros- 






mày be more repre 
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PCGG officers insist, to facilitate the re 


| But the business sector fears that th 


| giant holding corporation, which ma 





and members for a union cor 
controlled by the CPP," the Defence 
Ministry said. | 

While the KMU has persistently re- 
jected the communist-front label, the 
CPP newsletter Ang Bayan consistently 
raves over the “success” of the KMU- 
led strikes in various areas of the coun- 
try. On 26 February, the leftist Bagong 


pects of an Enrile leadership. Some be- 
lieve that he is capable of exercising 
more effective control of government, 
compared with the clumsiness of the 
current administrators. 

‘However, there are many who be- 


ruthlessness — he was Marcos' martial- 
law administrator — and the poor 
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| unfairly compete with the rest of the pr 


lieve that given Enrile’s perceived . 
PCGG sequestration may spell doom 











































more unpopular, than eve t uat of Mar 
COS. 

For the time being, büsinessmen ai | 
more concerned with what t they 


private-sector affairs: — exem 
the activities of the Presidential 
mision on Good Go 
(PCGG), which has been § 
powers. The commission - 
with retrieving from Marcos ai 
dozen of his relatives and busi 
ciates assets alleged to have be 
ally acquired during the former pi 
dent'srule. B 

The PCGG has already sequestered 
assets from 218 corporations, many of 
which are now managed by the commis- 
sion. The wide powers are necessary 


turn of “tens of billions of dollars 
worth of assets to government coffer 


commission is already developing int 


vate sector. | 

Takeover of the management of 
sequestered companies, according to 
büsinessmen, unnecessarily distorts 
business relationships with these firms. 
Others, particularly banks which rely 
largely on public trust, claim thi 


for their activities. 
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the political prisoners released by 


assuming power. But Sison says he 
will leave the party when it has its 
first congress on 30 August in order to 
concentrate on “teaching and writing.” 


' ure now to head a party, which they con- 
Í Sider t to be the CPP’s legitimate political 
| arm. 


hile political analysts —€— hese 
WV organisations as fronts formed to 
subvert the ruling structure by political 




















alarming level. So far this year there 


| of last sear — - when there v were a a record 
371 
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60% of these. Asked by the REVIEW 










jections expected early next 
! ind an zin d new pro-labour 
a calle Bisig, Tie hard-core of 






Rolando Olalia was candid: “Frankly, it 


1s socialism.” 














| Johani ii anti- Americanism), E 
the Aquino government shortly after | m 
. radical land-reform programme. ^' 
; have no direct relations with the CP 

-the NDF,” Bayan secretary-gene 
| J. V: Bautista said, “however, weca 
 Leftist/sources say the hard Left re- | | 
gards Sison as too much of a media fig- | 
| tion." 


| eventually to take power would app 
. to benefit by being able to operate mor 
. freely in the current period of politi 
drift. Leftist sources say party lead 





Sonn 


Yeafis, the Kilusang Mayo Uno (KMU) | 
as more direct leftist punch. The KMU | 
is a nationwide union network that is - 


| fatch on to the government in a coalition | 
currently organising labour unrest at an © 


capacity with a view to an eventual take- 
: over. If Aquino shifts to the Right, 
have been more strikes than the whole . 
. sented with a convenient Marcos-st 
. propaganda target. 
KMU has beer Muvolved: in more than | 
sight into its current strategy in th 
"what type of system the KMU wanted to | 
see established in the country, chairman | 
cussion of its modified aims, the CPP 
- said the national united front was no 

The extent of the CPP'scontrol over | 
these organisations is debatable. Offi- - 
| cials will only say they share similar poli- | 
ia | tical programmes, including strengthen- _ 
ag panonal OVEM (communist > 






moval of US military bases and a mor 
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rule out the presence of members o 
NDF or even CPP within our organi 








At first alie the Left S campa 








believe they are in a no-lose situation 
the Aquino government can be nudged 
leftwards, the party may well be able to 





the other hand, the Left will be pr 










The CPP delivered a revealing: 1 


$. 









July issue of Ang Bayan, the party's 


underground organ. In a lengthy di 





“just as indispensable as the arm 
struggle in winning total victory.” 
went on to stress “the need to re-e 
mine and adjust our political catego: 
. to pur our united- dud toc. 




























esto fen The A ng @ Bava article said 
hat "while her anti-fascist. sentiment 
helped in ousting the Marcos regim 

. however, it does not now suffice zs the 

















“face up to the country's fundamental 
problems." It also noted that while 
Aquino's government was ^ redomin- 


of liberal democrats. ! 
The article highlighted what some 
political analysts see as the CPP's cur- 


|, dom allows it to try to gain political 
- ground within the system, it is deprived 
| of ready targets for propaganda attacks. 
The CPP has been den:ed politica! am- 








3y the new constitution to widen the 
"country's land-reform programme. and 
‘she-has said that the question of whether 
US will be allowed to keep its bases 
fter 1991 will be put to the people in a 
eferendum. 

_The party has already. admitted that 
t misjudged the popular mood when it 
rged a boycott of the February na- 














ER in Manila 


E While “the armed 
| forces regard the 
1 prospect of a ceasefire 


| New People's Army 
(NPA) as a breathing 
space in the 17-year 
battle against the in- 
rgency, the noterna Left looks at 
t politically, 








ceasefire’ negotiators with the govern- 
‘ment and a top-ranking official o? the 


NDF), in an interview with the 
REVIEW, said the question of a ceasefire 
“is a political one, not a military one." 


ship of the government that, after all, 
called for these talks. not the AFP 
[Armed Forces of the Philippines]." 


hat the strange fact that the military has 
een excluded from any involvement in 









ally excluded the AFP . 





"historical moment demands that she 


antly reactionary,” it included a number 


rent dilemma. While the air of new free- 


munition by several factors: Aquino is. 
popular; she has released politica! pri- 
soners; she will probably be mandated. 





| with the communist. 


;" Antonio. Zumel, one of the Left’s | 


utlawed National Democratic Front 


He added: “It was the political leader- 


ne ceasefire talks was the result of a 
econdition set by the Left. But Zumel- 
d this was Aquino's decision. “Of. 
ourse we prefer to talk to civilian offi- 
als, but I don't remember that we 


ubt whether it would be practical to 


























































~~ Some local newspapers have said | 


| the g 
- forefront of t 
| cos. 











den CERO UY to be at the 
e uprising against Mar- 


While the CPP was talking about 
moving into an advanced strategic de- 
fensive in its long-term violent cam- 
paign against the regime, ordirary peo- 
ple joined hands to remove i: in four 
days, leading to a bout of public self- 
criticism within the party ang the re- 
ported replacement of CPP chairman 


| Rodolfo Salas by Benito Tiamzon. 


Salas’ | hard-line secretary-general 
Rafael Baylosis. also head of the NPA, 
is also reported to have had to step 
down for similar reasons. 


H aving learned its lesson, the party 
leadership is now thought to be 
moving towards a policy of greater flexi- 
bility, such as the moves to work within 
the current political structure. But the 
CPP officially still follows an outdated, 
1960s-style Maoist line — which means 


securing the countryside before revolu- 


tionary forces move on the towns. Con- 
firming this, Sison added that the move- 
ment, which has no known material 
backing from any foreign power, was 


sit down with the military, knowing as 
we do they're not interested in a cease- 
fire. This is basically the same AFP 
which supported the Marcos regime." 


However, Zumel did not preclude 
the possibility that AFP representatives 


and military leaders of the NPA could 


sit down at a later stage and work out 
the mechanics of a ceasefire. On De- 


fence Minister Enrile's stated ceasefire 


condition that insurgent fighters should 
wear uniforms and that rebel areas be 


identified, Zumel said only that “at this 


point it would be too premature to talk 
. of bottom-line conditions. I don't want 
_ to pre-empt any conversations with the 
` government panel. For the shooting to 


abate certain steps have to be taken.” 
-Zumel described as haphazard the 


way in which the government side — cur- 
rently represented only by Agriculture 


Minister Ramon Mitra because fellow- 


negotiator Jose Diokno is undergoing 
medical treatment in the US — has been 
conducting the talks. He claimed that 


during the only two meetings to have 


-faken place, matters discussed were not 
formally recorded, leading to a mix-up 
after the second meeting. Mitra said. 
| that the NDF team would soon submita |: 
: proposed agenda for the talks. but ac- | 





g the revolt — thus missing ; 


against the carryir 
à ‘NDF rejected the | 









rating i its attacks ; : 
targets in the new administration: De 
fence Minister Juan Ponce Enrile anc 
armed forces chief of staff Gen. Fide 
Ramos, whom the CPP categorises a 
neo-fascists. In a transparent attempt tc 
drive a wedge between Aquino on the 
one hand anc Enrile, Ramos and the 
military on the other, thousands of ac 
tivists from the various legitimate leftis: 
organisations gathered in Manila’: 
Rizal Park on 3 August. Speaker afte: 
speaker expressed solidarity wit} 
Aquino, while attacking Enrile and the 
military. 

Apart from the more extremists left. 
ist groups such as the KMU, Bayan anc 
Bisig. more moderate social- democrat 
organisations like Bandila, led by form- 
er opposition politicians under the 
Marcos regime, were also present. The 
social democrats have also largely de- 
cided to operate within the current poli- 
tical system and some are being  - 
cruited by the old Liberal Party he. 1 
by Jovito Salonga. ‘Phe social democrats 
try to distance themselves from the 
more hard-line leftist national demo- 
crats. 

As the main perceived enemy of the 
Left, Enrile is playing out his role to the 








cording to Zumel hes and fellow NDF 
negotiator Saturnino Ocampo had said 
only that they would submit guidelines 
for safe conduct. 

After the last ceasefire meeting, 
armed forces chief of staff Gen. Ramos 






issued guidelines on s | efor the 
NDF negotiators, limiting the teams, 
movements to specific talk-relateM si 
and issuing their 
The guidelines a 
















Hi injunction 
fearms. The 
PS, claiming 











government . 













rying í communists” in senior bureaucra- 
tic positions in the Aquino administra- 
tion.. While many of his cabinet col- 






something of a cold-war warrior, using 














the military. "IE 
Senior officers. in th armed forces 
iey feel that 






Orts to coax the 


of national reconcilia- 
tion. The military is now in an."active- 
defensive posture," "which officers and 
troops feel gives the NPA an unfair ad- 
vantage. The level of fighting has drop- 


through a policy " 


NPA, compared with last. 
cording to military sourc 
. forces are. no onfuse 


year. But ac- 








Cuenco recently- told Enrile that the 
military should no longer deal with the 
























cions of the military. “We pointed out 
to Mitra that the scepticism that we had 
voiced about the willingness of the mili- 
tary to abide by a ceasefire appears to 
have been borne out by the actions of 
de P E P," umel said. 


eR here has been ap diced percep- 
T” a tion that: cont ued NPA military ac- 








dvernment troops, is part 





leagues. privately categorise Enrile as- 


is bending too- 


yack into the fold - 


ped, despite some spectacular am- |: 
bushes of government troops by the | 


Political: ‘Affairs: Er pM | 


Communist Party of the 
il (CPP) to strengthen its 
han a he bargaining table. But Zumel. 





the leftist threat as a ploy to serve his | 
own political ambitions, his railing at_ 
the communists is music to the ears of - 


Diokno, reinforcing the Left's- suspi- 





— Ministry, the armed forces are 





now reluctant to take those who have 
surrendered. One military officer told 
the REVIEW that a woman NPA leader 


from the central Philippine island of 


Panay recently came to his home offer- 
ing to surrender with her 50 fighters. 
“She was completely willing to surren- 


der; but there was no machinery to pro- 


cess her," the officer said. She returned 


| to the hills. 


- the ceasefire-talks process. After weeks 


nrile.and the military are also con- 
cerned that they have been left out of 


of waiting for chosen communist leaders 


to contact the two designated goyern-. 


ment negotiators — Agricultural Minis- 


. ter Ramon Mitra and Presidential Com- 
mittee on Human Rights chairman Jose 


Diokno — for talks on a ceasefire, NDF 
leaders Saturnino Ocampo and Antonio 
Zumel finally met Mitra on 5 August 


(Diokno was in the US for medical 
treatment). As Sison told the REVIEW, 


the communists are wary about the talks 


because they feel the government orly 


wants peace as a breathing space to re- 
train and re-educate troops for a fresh 
assault on the NPA.. 


rent popularity of the Aquino govet 


will doubtless continue to draw 





prepared t to give. an 
NDF — that if it di 
néss to negotiate, sh 
military in a new off 
communist guerillas. 
In the event, the 2 Aug t 















tial meeting between: the 
and the ; overnment. AS 
out, the CPP wants the ceas 
tackle some of the party's more pe f 
nent political demands ratherthan jus 
discussion about the. modalities. 
truce. Other leftist sources say the 
through the NDF, has no option u 
enter the ceasefire talks given the 












































ment and the fact that it is visibly foll 
ing a more liberal democratic pa | 
course. : 

But Enrile and otet more. 
enced political hands in the gove 

















tion to what they perceive to.b 


communists’ overall game-plan — 
seen to compromise while plotting 


eventual takeover of the reins of p 



















both insidiously through legitit 
fronts and a a continuing armed strug 
— Rodney” 
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pointed out that the number 
of NPA “tactical offen- 
sives" has actually de- 
creased, following orders by 
the CPP — in the absence of 
a ceasefire — for an active 
defence. Raids on munici- 
palities — a common NPA 
tactic in the past — had all 


deployed in NPA areas. 

. While the Left's hostility 
towards the AFP evidently 
.remains, Zumel's. attitude 
towards the Aquino civilian 


.ciliatory. He acknowledged 
that Aquino had taken 
|. and the repeal of many fas- 


cist decrees. Now there's 


is free. We recognise these posi- 


tive steps, but we are also aware 


of the shortcomings." Among these, he 
claimed that many political prison- 
ers remained in jail and that military po- 


licy had not changed since the Marcos 


era. 

Zumel lambasted the vagueness and 
ambiguity of government policy to- 
wards land reform, the US bases and | 


economic policy. He is worried about . 
mert: 
| “Increasingly, the government isagree- 





the IMF demands on the govern 


ing to IMF impositions which. are detri- 


. but stopped, he said, claim- 
j ing on the other hand that 
more AFP troops had been | 


government. was more come- 


|. *democratic steps, like the. 
release of political prisoners 


more democratic space. Now the media | 


. longstanding party line that “eve 


| technology. If it’s to our mutual be 


| pared to adopt an understan 





mental to us." Zumel stressed. 
liberation, it's not true that we wi 
foreign investment in the countr 
that we will crack down on fo 
firms. It's clear from the NDF pro 
me that while we are reconstructing 
country we will need investme 




















we welcome them. But we wo 
that they dominate our country: an 
economy." 

Despite his line that the Lef 












a wait-and-see, attitude tows 
Aquino government,: Zumel su 
that the president may be cutting 
off from her nourishing matrix: 
power. In this context, he cited th 
erful former human- rights lawyer 
are now in her inner circle. As ane 
ple, Zumel said a large delegation 
peasants and farmers from the northern 
Luzon Cagayan province, dislocated b 
continued heavy fighting between th 
AFP and NPA, recently went. 
Malacanang Palace to plead: their case 
before Aquino. : 
According to Zumel, Aquino didi 
see the delegation because Fulgenc 
Factoran, assistant to Executive Se 
ary Joker Arroyo, told them they did 
have an appointment. "He even 
angry at them, saying that kind of pr 
| sure wouldn't work." Referring to. 
ran and Arrovo, both former hui 
rights lawyers, he added: “We 
know what it is about high dis 
that changes people 
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ly Suhaini Aznam in Brunei 


e village mosques are packed even 
efore the call to Friday prayers is 
ird along the road from the capital of 
andar Seri Begawan to the oil town of 
<uala Belait, a 112-km stretch hugging 
Nnei’s coastline. In this Muslim 








alimantan in Malaysia, religion is 
ied pace encountered in many 
r Muslim nations around the world. 
he Muslims of Brunei Darussalam, 
of peace,” are by tradition 


lama (religious scholars), imam 


ehin-pehin masjid. Brunei is 
ifferent mazhab (schools of 
, and a Brunei resident 
ith its 65% Muslim popula- 





id out mainly along its rivers and 
on geographic accessibil: ty has 





















eligion on their identity cards. 
A Wipsput. a religion are. often 
as atheists or communists, 
in Indonesia, can make life very 
mfortable. 

response, many Chinese in In- 
i began to identify themselves 
one of the existing religious 
oups, especially Buddhism and Chris- 


me Muslims. In recent years, how- 





d to Islam in what is known as the 
ah (proselytising) movement. 


atible with | Chinese. customs. 
pork, for example, or ancestor 


ie arrival of the Dutch — there 





















ltanate on the northern shores of | 


n seriously — but without. the 


‘the leadership of the vari-_ 


leaders) and other mosque offi- . 


out of. a total of only 216,000 — 


s, nte and es must state . 


nity. ‘Before the 1970s very few bè- 


, middle-class Chinese have com ~ 


Islamic practices appear to be 


| East; 


true that in history — be- | 






| heighte red 


Tamic religion and traditional customs of 


Mtt A PHT hrema meuniere sama ttt |e tetas Metter ATA SAM te rere neirPsr PONSA 9 Ashe AeA Armament, 


mainly the poor — were converted. 


. Muhammadivah (a modernist Muslim 
organisetion) from West Sumatra. - 


| | new Muslims are from the middle class: 
amples of Chinese being com | : 
o. dara INS ended- pelago; b the d 


religious uniformity. 

Islam is a way of life here, not a poli- 
tical cause cr national battle-cry. -The 
reigning Sultan Hassanal Bolkiah is 
head and protector of the religion in the 
country. and on ascending the throne as 
its 29th ruler ir. 1967 pledged to “always 
take care of and uphold tirelessly the Is- 


Brunei.” 

Ultimately, an observer explains, 
the Islam manifested in Brunei owes 
much to:the sultan's vision of Brunei — 


a modernist, Islamic state exercising - 


moderation in its inplementation cf Is- 
lamic teachings. Thus for the Brunei 
Malay, loyalty to king, country and 
Islam are one and the same. 

Moreover, Brunei has a small-town 
mentality which discourages religious 
factionalism Everyone knows one 
another s families and where one stands 
in the community. Social pressure en- 








y ebd less, a iow 2. dd 


They even established an organisation 
of Chinese. Muslims. 





late Yap A Siong and Haji Abdul Karim 
Oey Tjeng Hien, a follower. of t 








Before the 1965 coup, PITI was not 
very active, becoming so only after 
Suharto came to power. PITI branches 
im various areas were established and 
there were reports of more converts 
who joiaed the organisation. Since Is- 
lamic influence grew following the re- 
surgence of the religion in the Middle 
tiere 
among Chinese Indonesians to embrace 
Islam: ; Unlike the earlier converts, these 





ness professionals, stucents 
itd leenak. 


ræaremany explanations for this 


nomenon. One is the growing influ- - 
slam. {t is now respectable to be 


has been a- movement. 


The best-known . 
one was the Persatuan Islam Tionghoa a 
Indonesia (PITI). Its leaders were the- 


in all areas of life. says Ustaz MN E 


 Brunei's history. 
there were not that many orang credik 


 businessmen. after conv: 
. the Muslim communities 


the only way to solve the so- -called 


Pets Bo BEcane i | 
.1979 and went on the hay 
year. 


 assimilationist idea. And after returning 


conversion of the Chinese into: Isla«. 


the solution to the ` “G 





sures ‘conformity and proper behavi 






Amin Abdul Rahim, the acting head of 
Brunei’s. Islamic Dakwah Centre. 
“There is not much opportunity for indi- 
vidual expression.” 

The stature of Islam owes much to - 
Under British rule, 































pandai (intellectuals) who commanded 
grassroots support and who could use 
religion to build a personal power-base. 
‘The ranks of the educated had been 
growing steadily before independence 
in 1984, but since most are civil ser- 
vants, they still co not have grassroots - 


support. 
N o one dares challenge the decisions 
of the Religious Department and no 
pressure groups question its implemen- - 
tation of Islamic tenets, says Mohamed 
Amin. When fines were raised recently | 
for religious offences such as khalwa. — 
(close proximity between men and ~ 
women), drinking hard liquor and eat- - 
ing in public during the fasting month of - 
Ramadan, no one objected that the 
fines were either too harsh or too light. 
significantly, the intelligentsia are 
very much of the same mind, thanks to a 
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Muslim.. Some Chinese became Mus- 
lims for practical reasons: it is easier for 
on because. 
re less hostile 
towards Chinese Muslims. Some were 
attracted to Islam because of their close 
association with Indonesian Muslims. 

Others see the conversion to Islam as 







Chinese problem i in Indonesia. | 

_A prominent leader-.of the recent at- 
tempt to convert middle-class Chinese |. 
to Islam is the 59-year-old Haji Junus 
Jahja, alias Lauw Chuan Tho, a new: 
PITE member and a member of the in- 
terdenominational Majlis Ulama (the 
council of Bride d which advises l 


a a DNE 
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e s followihg | 
Junus received his university 
training in Rotterdam and earned a de- 
gree in economies in 1959. In the 
Netherlands he was an advocate of the 








to Indonesia in 1950. he joined the as- ^ 
similationist movement, promoting the 
melding of the;Chinese into t the indigen- 
ous population. . 

This movement never ae Re- 
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however, because many of the: activists 
were either Christ'ansNor ne islimn 
Junus was the first meni 
who. proposed. conversi& 















































































~ Brunei's Islamic officials are 
| educated at the Sultan Has- 


| jore; some ope maintal 





incer part: i ji | 
curriculum. Virtually all of 





sanal Bolkiah Institute, then 
sent on to al-Azhar Univer- 
sity in Cairo. Their women 
counterparts attend the 
Arabic secondary school for 
girls. Thus an ef ective o 
boys' network ensure 
the same Islamic philosoph 
is adhered to and ha 
down. The most prominent 
of these personalities: find 
their way into  Brunei's 
cabinet and help set the pace 
for Brunei’s brand of Islam. 
Unlike neighbouring . 
Muslim countries, where 
many threads of Islam tend ` 
to encourage continuing debates about 
. true interpretation and practice, in 
unei, Islam binds rather than sepa- 
rates. A Memali, the north Malaysian 
village where Muslim supporters of a 
local religious teacher and police 
clashed last November, or a Tanjung 
Priok, 









war with the Indonesian military; just 


lations of newspaper and magazine clip- 
pings) on the conversion of Chinese into 
Islam in Indonesia, especially during 


1979-85, when he was most active. He- 


also organised seminars in order to pro- 
mote Islam among the Chinese. 

When asked about his identity, 
Junus answers that he is *a Muslim, an 
Indonesian and of Chinese descent." 
He emphasises the “Muslimness” rather 
than his national and ethnic identities. 
He does not see a conflict between his 
religion and his national as well as 


ethnic identities. He believes that Islam 


a unifying factor in Indonesia. 


onvinced that Islam is the solution 


to the so-called Chinese problem, 


Junus and his friends — both indigenous 


and Chinese — established the Yayasan 


Ukhuwah Islamiah (Islamic Brother- 
hood Foundation) in 1981 and began to 
propagate Islam among the Chinese. 
He initiated a dakwah movement to 
convert middle-class Chinese. 

The dakwah movement in Indonesia 
differs from its counterpart in Malaysia 
in the sense that the latter claims to be 
an inward-looking movement. It does 
not intend to«onvert non-Muslims but 
to among the Muslims to purify 
thew faith. While in Indonesia, or at 








a it aims at os non-Mus- 


are Alpi converted. to Islam th 








| [Oma " Ali Saifuddien Mosque: unifying force. 





the Jakarta port town where | 
Muslims took to the streets in a tug-of- 


Junus: conversion programme. 


ast as far as the Junus group is con- | 




















| would not take place in Brunei, declares 


Mohamed Amin. In Brunei, if there is 
any Opposition, it is isolated and kept 


private, partly perhaps because Islam is 


the official religion, he says. 
Even Brunei cannot remain. totally 


impervious to outside influences. Sev- 


eral new religious groups, some with 


links to the greater Islamic world, have 
‘sprouted in recent years: the Persatuan 



















versions to non-Muslim religions are 
still more common among the Chinese. 
And it is true that Indonesian Muslims 
are not a homogeneous group. They are 
split into santri (strict Muslims) and 
abangan (nominal Muslims). 


distinction between followers of the 


modernist Muhammadiyah and 
Nahdlatul Ulama (the largest 
traditionalist Muslim organisation). 


| The Junus group appears to be closer to 
the ee 





the youths who wear serban (head- 


| €ven introduced so that ethnic Chin 


Ssorship or encouragement. 


also hard to tell because many Chin 






Among 
the devout Muslims there is a further 





sociation are. - among thos 
frequently. mentioned 
Their popular 
stems from a gen 
terest in Islam. The i 
of pilgrims to Mecca to. 
form the haj increases ev 
year, not just among the ol 
but also the young. s 
Mohamed Amin. Se 
on Islam are often o 
scribed and in the 1 


| partment - received sev eral 
independent requests 
hold one for civil. servants 
from other departments. 
The magnificent Omar ; 
Saifuddien Mosque in Ban 
dar Seri Begawan is — 
merely 2 an architectural showpiece. An 
during Ramadan, offices close at 2 p.n 
for the benefit of fasting Muslims. 





go religious expression might, of 
course, be part ofa trend, such as the 
now popular mini-telekung (veil), con 
cedes Mohamed Amin. And there 
| those who dress to the extreme, such 






The Junus group initially intended. to 


convert 50,000 ethnic Chinese over a 10- 


year period. A godfather system was 


youth could learn Islamic teachings ar 
the Muslim way of life. In the past fe 
years, a few Chinese have indeed b 
converted by the group. Some busine 
men, university lecturers and a film 
were all converted under Junus’ spol 





No one has statistics on the num 
of Chinese Muslims in Indonesia. I 


Muslims no longer want to be ident 
as Chinese. However, Junus belie 
that between 0.5% and 1% of» 
Chinese in Indonesia are Muslim, or b 
tween 25,000 and 50,000. Junus once 
said that since 90% of the pribumi (indi- 
genous Indonesians) are Muslim, 90% 
of the ethnic Chinese should embrace 
the faith. 

It appears that the Muslim group: 
especially the Muhammadiyah, are ii 
terested in the movement and want t 
encourage Indonesian Muslims to help 
the Junus group convert the Chinese. 
They see this as their sacred mission: 

While the dakwah movement may be 
welcome in Muslim areas, in the areas 
where Islam is not a major religion (for 
instance, in Minahasa and Maluku), th 
conversion of Chinese to Islam mi 
create friction rather than harmo 
Not surprisingly, the dakwah mo 
ment concentrates on the provin 
where Muslims are the majority. | 


















































































ed about this. “Tt is far better, n he | 


. government's view, that young people 
wish to express themselves this way and 
hang around mosques than expending 
their youthful energies in other ways. 
Brunei can afford to have a spon- 
taneous, unhurried dakwah (proselytis- 
ing) movement, perhaps because it has 
nothing to prove to its non-Musiim 
minorities. Gentle efforts to familiarise 
the 20% Chinese, at leest the youths, 
with Islam is based on the rationale that 
it is good for those who live in a Muslim 
state to understand it. "We don't aim to 
convert non-Muslims," says Mohamed 
Amin, "although if thev themselves 


wish to embrace Islam, we would of 


course say thanks to Allaa." 
Within Muslim circles, attempts to 
t move away from some of the old habits 
- are also quietly under way “to make 
. good Muslims even better ones,” as an 
Observer put it. For as in ne: ghbouring 
Muslim ccuntries, it is cifficult in 
Brunei to draw the line between custom 
 andreligion. 


* lowly, the religious authorities are 

wf also trying to inject more philosophy 
to the practice of Islam as opposec to 
simply rote-learning. Such initiatives, 
however, are unobtrusive, even hesi- 
tant, since no one wants to bring in 
changes the effects of which might be an- 
desirable or even uncontrollable. 

Those who argue that the sultanate 
system itself contradicts Islam appa- 
rently get little mileage in Brunei. Very 
few are willing to be drawn on this sensi- 
tive subject. Beneath this reticence ites 
what appears to be a genuine content- 
ment with the current s:ate of affairs. 
There is no chopping off of thieving 
hands, no stoning of adulterers in 
Brunei. Indeed, moderation seems to 
-be the sultan's way. Earlier this year, for 
instance, the sultan refused to lead a 
parade on a religious occasion after an 
Official apparently decided to segregate 
the men and women in the procession. 
Muslim opposition to any monarchi- 


cal system of inherited rule contributed | 
to the dowrfall of the Pahlavi dynasty in | 


Iran and remains on occasion, a needl- 
ing issue for other sultanates. Brunei, 


-however, seems immune from such | 
worries. The oil-rich sultanate, where | 


unemployment is non-existent and an- 


nual per capita income exceeds | 


US$20,000. has few tensions. For as 
long as the oil flows the system will pre- 


vail and peace is ensured, says a Brunei 


resident. 
His point is crucial. Religion is nota 


political issue in Brunei. “Here, there | 


are no great dissatisfactions and there- 


fore no issues to exploit, at least not | 
everyday, layman type :ssues," he ex- | 


plains. Without political forces ex- 
pounding from religicus platforms, 


there is little reason for the emergence | 
H 


of Islamic rebels. 
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IBM is committed to providing the highest level of support 
to the engineering and scientific community. We're ready 
to help | you reac i your goals with advanced new tec hnology 
and a rich variety of powerful applications. 

To put you ahead in performance at a modest cost, we 
offer the new RT PC family of personal workstations. 


our Powered by IBM's own 32- bit RISC-tec hnology micropro- 
^ cessor, the RT PC line represents the most advané ed 
technical thinking in the industry about the amount of power a 
. yersonalised workstation can offer. 
p rofessionals | For the first time, manv of the most highly-regarded 
will be seeing mainframe applications in the engineering and scientific 
fields can run on a full-featured stand-alone workstation. 

more fr om us. This remarkable off-line power can help you get more done 


with less demand on your host computers. 

The new RT PC runs an IBM-enhanced version of 
the popular UNIX* operating system, opening up a wide 
variety of standard and custom applications in the 
technical. , engineering and scientific fields. In addition, an 
optional coprocessor makes the RT PC compatible w ith 
the IBM Personal Computer. AT for an even greater range 
of outstanding productivity packages. 

To find out more about IBM’s engineering and 
scientific solutions, fill out this coupon Faád itai it to us. 
We'll be happy to give your technical professionals a look 
at a new standard of performance and e n 


* UNIX isa trademark of Bell Laboratories Inc. IBM is a registered trademark of International Business Machines ¢ orporation 















| To learn more about 
IBM Engineering/Scientific Workstations. 
| clip this coupon and send it along 


with vour business card to: 
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IRM World Trade Asia Corporation | 
Dept ESI | 
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Celebrate 


The Difference. 


It's the first thing you'll 


notice about the Hotel Sari 
Pacific. The natural spirit of 
friendly Indonesian 
hospita.ity. Warm and 
captivating. 

And, quietly in the 
background, international 
standards underline 
everything we do. For a 


refreshingly different style of 





atmospaere and value. 
Right in the heart of 


Jakartas Central Business 


District. With 500 spacious 
airconditioned rooms, first 
class comforts, luxurious 
restaurants. 

It’s where you'll feel at 
home. And it makes a very 
welcome change. 


Hotel fari Pacific 


Jakarta 
Jalan M.F. Thamrin 6, P.O. Box 3134 Jakarta 
Tel: (021 3239207. Telex : 44514 HTLSARI IA 
Fas No.: 3 1650 


The hotel wath hor? 


For reservations aad information, please call: 


Sydney, Australia i02 264-1122 
Singapore 296-8678 
Hong hong (5 891-1391 
Tokyo. Javan (as 214-3001 
London, L.K. i1 4391-3812 
Los Angeles, U.S.A (ROO 663-1515 


British Airways Associate Hotel 
K.L.M. Golden Talip Worldwide Hotel 


Concordia 


le PAN PACIFIC HOTELS 


An Ocean of Hospitality 





WWF Kojo Tanaka BCI 


The 
Giant Panda 
needs your help 
LO SUTVIVC 


NCE every eighty to a hundrec years the 

bamboo forests in China's Sichuan 
Province, burst into flower and then cic off. And 
thats bad news for the Giant Panda, which 
depends for its survival on huge amounts of 
bamboo 


But that’s just one of the problems facing the 
Panda 

To ensure that it has a future it is vital to 
preserve the complex ecosystem in which it 
lives, to carry out research into its dietary needs 
and investigate possible alternatives, to discover 
the reasons for its low reproduction rate, to 
study the problem of internal parasites - all these 
factors and many more which threaten its 
survival. 

Recognition of the urgent need to solve these 
and other problems has resulted in a unique and 
historic partnership between WWE and the 
People’s Republic of China. 

WWF has agreed to contribute US 
$1,000,000 towards a total of about US 
$3,000,000 needed by the Chinese Govern- 
ment to mount a major Panda Conservation 
Programme. This includes construction of a 
research and conservation centre in the largest of 
the Panda reserves - Wolong Natura! Reserve in 
Sichuan Province. 

A team from WWE, led by the distinguished 
ecologist Dr. G. Schaller, is already at work in 
Wolong together with top Chinese scientists 
under the leadership of Professor Hv Jinchu. 

The Giant Panda is an encangered animal. 
It is also the symbol of WWF's worldwide 
conservation efforts tc save life on earth. 

But WWF needs money - your money. 

Please send contributions to the WW F 
National Organisation in your country or direct to 
WWF International, 1196 Gland, 
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£5.95. 


Cold War or Detente 
don. £5.95. | 







he new or seco 


the US an Soviet Union has 





world, but perhaps nowhere more so 
than in Asia. Hot wars by proxy in Asia 


exacerbate tensions between the super- 
powers. 
Michael Foot, 


snamem nanne emae: 


the former British 


Labour Party leader, says in his intro- 
duction to Cold War or Detente that the. 


ten by hawks on both sides, “when what 

was. most vitally needed was a com- 

prehension of the fields of agreement 
which those who really sought them on 

both sides were trying to inject into the 

negotiations.” These three volumes at- 

tempt to do just that. | 
| The first two are written by left-of- 
| centre journalists and academics who, 
| while heavily critical of the Soviet 
Union, lay the greater responsibility for 
i 


history of the Cold War has been writ- 


today's acute global tensions on the 


US. The last volume is a series of inter- 


views with one of the Soviet Union's 
best-known academics and a strong sup- 
porter of detente. It makes fascinating 
reading because it offers far more than 


the usual glib jargon that one has come 
to associate with Soviet press handouts - 


and speeches, 


Super Powers in Collision is a series. | 


of essays in which Chomsky, the well- 
known radical American academic, and 





and China. Chomsky addresses the 
the State Department as e: 
when the Americans judged they: would 
come out on top after World War II and 
needed global policies that would assert 
their hegemony. He considers the 
period of detente in the 1970s as only a 
pause in the US' conviction that it must 
dominate the world. A number of fac- 
tors such as Indochina, the Soviet suc- 
cesses in nuclear technology and a rash 
of revolutions in the Third World 
,.| undermined Grand Area Planning. 
















stressing the 
7 ts’ desperate desire to achieve par- 
‘ity in. arms and economics with the US. 


_Soviet perceptions, 









ip ‘surrounded “bs enemies 


Joi owers in Collision: The New Cold War by. Noam Chomsky, Johnathan 
Steele and John Gittings. Penguin, London. £1.95 (US$2.90). _ 


The Making of hes Second Cold War by Fred Halliday. V Verso Editions, London: = 


ue War ba 


dangerous implications for the whole - 


ended the era of detente and continue to 


two “journalists from London's The | Ai 
Guardian newspaper write. short, inci- 
` sive pieces on the US, the Soviet Union 


“Grand Area Planning undertaken by 
early as 1942, 


D Steele has written an excellent essay - 









t e e Soviet Viewpoint by Georgi Arbatov. Zed Books, Lon- | | 
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| hangover froin the 1917. uu ion | 
T 
| 
| 
| 
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s 


when a dozen E pean- -backed white 


armies were on Russian soil). A desire | 
for parity and even supremacy by the’. 
| Soviets has been constantly threatenec- 


from within the communist world, first 
with the loss of China in the 1950s, and 
followed by upheavals in Hungary. 
Czechoslovakia, and finally Poland. 

` Gittings on China demonstrates that 


dibility among Asian i6vulutionatiche 


and had led Peking to support the most 


reactionary regimes in Asia, such as that. 
of the Shah of Iran. What both this book 


and Fred Halliday's point out most em- 
phatically is that the loss of Indochina to 
American power was crucial in making 
China believe that a window of vulnera- 
bility had been opened, and in climbed 
the Soviets. 

Halliday argues that if in the first 


Cold War (1946-53), the US did have 
overwhelming | 


superiority and 


the 
Soviets were too weak to negotiate, t 


the 





-US defeat in Indochina was one of the 
important factors that tipped the bal- 


ance. The nuclear-arms race-and the end 


of detente has in part also been ecipi- E 


tated by events in the “Arc of Crisis, 


1.| which stretches from Afghanistan to the 


Horn of Arica... jd 





its alliance with the US lost it much cre- 
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- US does not. 













the. arms. race. - and his 
of "the shared but unequal 
ity of East ang West for ü 


Third World a mov 
were bottled up. Howe ip 


have bea Me ene cede i e 
On the Soviet side Afghan 
ptoved. the most costly mista? 






























though, as all the authors point i 
new Cold War was already well undi 
way when the Soviets invaded | 
ghanistan, it was the excuse the 
sought. It allowed the US to gal 
more support in Europe, the. 
states and the Third World in 
Afghanistan has become. à 
between the US and the Soviet 
as has the conflict in Cambodia, wl 
the Chinese invasion of Vietnami 
was s supported | Dy the US. 
















alliday’s book is by far the 

worthwhile and comprehe 
One of his consistent arguments, 
is taken up by Arbatov, is that the 
Union has an aversion to war and 
Nrbatov mentions as si 
cemetery in Leningrad which c 
more dead from World War I 
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Western eae and ideas. 
mes unstuck a number of times, 
is in his evasive answers over Af- 
anistan. He is at a loss when asked 
w President Hafizullah Amin could 

invited :he Soviets in when he 
as killed by the Soviets. But the over- 
ll image he projects is that of a non-ex- 





licosity of the US. 
knowledge what the other authors stress 
that the Soviet Union still remains 


€. It is this Soviet desire to 
ve parity (partly egged on by cur- 
US attitudes) which has driven the 


nsionist, peace-loving Soviet Union 
which has been provoked by the bel- 


Ultimately Arbatov refuses to ac- 


nequal to the US in terms of its nuclear . 
rsenal, economic power or global in- 


t Union to fuel the new Cold War 


The Mahjong Sples by John Trenhaile. Collins, bondo £10.95 (US$16.30). - 


ohn Trenhaile, a 37- -year-old Lon- 
don tarrister, must be a highly satis- 
fied man. He has produced a spy-thriller 
about a Russian attempt to thwart 


China by sabotaging Hongkong finan- 


cially before 1997. This is the stuff of 
which best-sellers are made, and his 


T publisher i is spending lavishly in the be- - 
lief it will sell like hot noodles. 


Whati is Trenhaile’s method? He first 
notes: ‘those horrifying cliches on China 
which Western readers have come te ex- 
pect since the days of Fu Manchu, be- 
ginning with: 

“Do you know what we de to 
homosexuals in China, Mr. Young? 

| “No.” | 

‘We shoot them.” 

- *|s that right? I had always heard 
that: there. were no homosexuals in 
China." — 

“That’s because . 

ves . You shoot them. Yes, of 





course." 


The Fero is an unbelievably : nice Brit- 


on called Simon . Young, who is, as his 
Chinese antagonist describes him, "in 


Simon has married 
a Chinese girl, so that his son and 
daughter, who figure heavily in the 
story, ace heirs to both civilisations. 


love with the East." 


This emboldens Young. When exiled by 


he | Chinese communists with his family to 





































s own capabilities. Arbatov 





g about a reduction of tension. 

Halliday's conclusions are more in- 
resting, claiming that a united socialist 
urope, if it emerges, can become an 
pendent non- aligned bloc -which 











oth in Western and Eastern Europe. 
e also rightly says that. repression and 
ack of democratisation in the Soviet 
Jnion has led to a paralysis at the top. It 
as also led to “an export model of the 
ezhnevite political model” 


A e 


d ted on. new, socialist Third World 








cratic development.. 
y ie Arc of d dd which includes the 


that only a revival of detente can 


d break the existing bloc system — - 


being 


vhich has ruined their chances of | 


his wife's village in Sichuan province, he 


arranges the kidnapping of the son of 
the cadrz looking after them in order to 
engineer his family's escape to Hong- 
kong. Itis an incredible feat. 

. Along with the incredible come the 


cliches.” First there are the millionaires 


who-siop about in slippers at roadside 
food stalls. 

Nextis a twist on another old piece of 
chinoisezie, the bordello scene in Singa- 
pore with a two-way mirror, thrcugh 
which two of our villains, one Russian 
and one Chinese, observe a Malay boy 


and two Chinese girls i in some mildly un- 


conventional sex-acrobatics. 

Later comes the live carp served on 
the dinner table, fried so quickly that it 
still flaps on the dish as it is eaten; the 


Triad killing with heart and intestines 


extracted and laid out, and the penis slit 


lengthwise; and then there are the com- 


munist cadres boasting of exporting 
opium (35,000 tons of it a year) to 
weaken the West. 

The 5ook's opening is a theatrical 
one, a feke hold-up and shooting at Pe- 
king' s airport staged by Chinese intelli- 
gence agents solely to provide a pretext 
to bring Young, who is present as a 


|| spectator, back to China as a witness to 


identify the intelligence agents. In fact, 
Young is on his way to be trained as a 
Chine: e agent. 


.dine's) to depend entirely on a loan 
from the successor to the Moscow 


_loon of Hongkong business confidence 


Things do not work out that way. 


.how silly it reay: iS.. 


Back in Hongkong, Young then ald 
lows the hong he runs (it sounds like Jar- 


Narodny Bank. The Russians are hank- 
ering to stick the last pin into the bal- 


just before the Chinese takeover, 


Young’s reward for stringing the 
Russians far enough along to give the 
Chinese an opportunity to smash their 
plot is an irrevocable written guarantee 
that he and his company will retain their 
pre-eminence after 1997. 

Perhaps nervous that his story lacks 
authenticity, Trenhaile throws in a 
number of real names, such as Jardine’s - 
and the Hongkong Bank. ‘And perhaps 
with the movie rights to his book on his 
mind, Trenhaile adds a cinematic scene 
of the attempted murder of Young’s 
father, the chairman of an old, estab- 
lished British bank in Hongkong. The 
shoot-out takes place on an imagined 
cable-car system resting on pylons and 
carrying pods slowly circling the city. 
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he root incredibility of all this is, of 

course, the Russian threat. No one 
with any real knowledge of Hongkong 
politics or business would treat seriously 
a story about the head cf a big British 
trading house in Hongkong becoming 
entirely indebted to.a Russian bank. 

The ability of any antagonistic non- 
Chinese power to accomplish things in 
Hongkong which the Chinese do not 
wish to happen is quite minimal. Yet 
Trenhaile even brings Borisenko, his 
leading Soviet agent — who was so keen 
on the Singapore bordello — to Hong- 
kong in person for the finale. 

The characters are also unbelieva: 
ble. The Briton Simon Young is simply 
too good. The Chinese characters are 
even harder to believe, exuding an 
extraordinary mixture of sentimentality 
and cold resolution. Trenhaile’s com- 
munists are too wet, too lost in the 
Chinese past, too shallow. Simon’s chief 
antagonist, meeting his head of intelli- 
gence for a briefing, is awed by the 
thought that he is shaking hands with 
the man who had once embraced Mao 
Zedong. “His hand had touched the Old 
One’s, which in turn had touched the 
Flame.” This is not even Fu Manchu, 
but more a goulash which is part. Han 
Suyin and part Omar Khayyam. 

What redeems the book is that a taut 
telling of even a slipshod story can grip a 
reader, as we know from Ian Fleming 
and his successors. An addiction keeps- 
us drawn to Trenhaile's book, an addic- 
tion to the spy- i form 
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By Hamish McDonald in Sydney 


fter prcducing a planned budget 
| deficit well below the expectations 
of. financial markets, Australian Trea- 


nomic analysts, his strategy is seriously 
weakened by reliance on a higher tax 
urden and tolerance of higher labour 





'. 1986-87. fiscal. year g id unc 
t of A$2.2 billion on last year's 









tions — this aoue be a ere 





: budget: speech to Sarissent 
-anberra, markets had been ex- 
ing a deficit in the order of A$4 
i, and accordingly had marked 
ustralian dollar up from its 28 
ad 6) U IN: of 57. 1 Us cents to 





n New York. But with 
ustralian Treasury con- 
ing in gloom about any 
dy ti und in the coun- 
^s current-account deficit 
which hit A$13.7 billion, || 
or 5.9% of GDP, in WE i 
86); the. jift brought. our =e - 



































Keatin: said the low ‘deficit, together 
with a 10% cut in borrowing by the six 
tate governments previously agreed 
upon for 1936-87, would reduce Austra- 
lia's public-sector. borrowing require- 


around A$9.8 billion; coming down 
from 6% to about 4. 4% of GDP. For 
first time in many years, the v alue of 
leral-government bonds. 
» A$3 _ billio 








n, compared | to p 





surer Paul Keating has set his sights on. 
lower interest rates to revive a badly | 
flagging economy with productive in- | 
vestment. But in the eyes of many eco- - 






































K ting forecast a federal deficit |. 
billion (US$2.2 billion) for | 


t outcome and a reduction from |B 
1.496 in the deficit as a propor- |! 

! f gross domestic product. If this || 

tained — and doubts are held out- | 

‘the government about underlying |f 


, | Keating: killing sacred cows. 


ment by more than A$2.5 billion to 


Us ARE T bili on) would not jae: | 


| nessmen to bank on the increased com- 


petitiveness of the depreciated dollar, 
and to invest for export and for :mport 


replacement. Only then, barring an 


early upturn in world commodity prices 


which few in Canberra expect, would 
. Australia pull out of its serious balance- 
-of-payments predicament. 


. "To lower the deficit, Keating and 
colleagues in Prime Minister Bob 
Hawke’ S cabinet ae set real-expendi- 











growth at zero. While runs on D 
ing dollar since Keating's “t 





 repub ic" warning in May narrowed 
their options, this required agonising 
decisions for the Australian Labor Party 
(ALP) government in killing off former 
'sacrec cows. 





Ore pclitically difficult decision was 
to drop a ban on uranium sales to France 


imposed three years ago by Hawke 


in prctest at French nuclear testing in 


the Pzcific. Keating pointed out the im- 
¿pact of the-sanction was in fact faking on 
"Car . which paid the single SOME : 


| rra. 






involved for blocked 


and tests continued regardless. 
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ries, while the Frer h were | 
king advantage of lower spot | 
| delay (though it gains 


on arrival. 
old-age and disability. “Pensions were 
delayed. | 




















As Keating pointed out the A$66 mil- 
lion saving this year by ending the 
ban, three ALP backbenchers walked 
out. 

Reductions in social outlays were no 





less tough-minded. Free tertiary educa- 


tion, introduced by the Gough Whitlam 
ALP government in 1973, would end in 
the 1987 academic year with an A$250 


fee for all students in universities and 


higher colleges, while overseas-student 
charges would be applied to à broader 
range of schools. n^ tizens would pay 
a higher levy on incomes "OE the uni- 
versal basic-health insurance scher 


|| Medicare, and pay a greater prop 


tion of bills for medical. services and 
drugs. | 
Eligibility for a range of benefits 


li would be tightened, and a crackdown 


was promised on pension and dole 
cheats. New Zealanders, the only na- 


tionality able to migrate freely to Aus- 


tralia, would no longer be eligible for 
unemployment benefits immediately 
Regular adjustments of 


efence-spending Sow would be 

held at a real 1%, at A$7.415 bil- 
lion. Foreign aid was reduced by 12.8% 
in real terms to A$929 million, 
falling from 0.46% to 0.39% 
of gross national product. 
Foreign military aid rose 
10.1% to A$55.2 million, with 
a shift in weighting away from 
Southeast Asian recipients ^^ 
South Pacific countries. ? 
tional institutions — from the 
new parliament building mn 
Canberra to  government* 
broadcasters — also had fund- 
ing trimmed. 


After going through the A$2 pion 
list of spending cuts with approval, how- 
ever, economists were churlish enough 
to point out that A$2 billion in tax in- 
creases also contributed to the deficit 
reduction. Keating announced an ex- 
tension of wholesale-sales tax to more 
consumer products, increased rates of 
sales tax on luxury items including wine 
and expensive cars, and a lift in the pet- 
rol excise equivalent to about 676 at the 
pump. - 

The pledged first step in reduction of 
personal income-tax scales, with the top 
rate falling from 60% to 55% above 
A$35,000 a year, was deferred three 
months to December. ws is a minor 
| extra A$650 

























^| reserves by A 
ol while: the 13.4% trade- -weighted de- 


le P paren 










o "28%, and did not 
S. Le over new 










ating also, expects AS. 6 billion, | 


operations of the Reserve Bank of Aus- 
tralia (RBA, the central bank). The 
RBA passed on A$1.52 b 
from its. .central-bank ig "business. in 
. 1985-86, chiefly. de rom “testing 
and smoothing” the value of the Austra- 
lian dollar and. oreign currency 
to the federal government. Note issues 
are also exp o contribute nearly 
A$1. Lbillio: 
Such c 
.stually. ran 

























banking business ac- 
wn Australia’s foreign 
$2.1 billion in 1985-86, 


| preciation. of the Australian . dollar 
.added A$1.6 billion to the value of 


| Serves stoo 










t A$13 billion at year-end, : 
With. ASIS billion at the- 






outset. $5 
To some - extent, | 
Off foreign reserves, 


be extended indefinitely. Given also | 
that much of the tax gain comes from | 


deferments, the A$3.5 billion deficit is 


not really the structural change Keating. | 
had foreshadowed. Nor is it universally 1 


seen as achievable. The Treasury's fore- 
cast of 2.25% GDP growth this year ap- 
pears optimistic in light of its own 
analysis of economic conditions. Should. 
growth be much lower, unemployment - 
will rise sharply from the present 8.3% 
level and increase dole-recipient num- 
bers far more than predicted. Interest 


payments on government debt could . 


. also rise, with more weakness in the cur- ^ 
rent account. 


The low investment. forecast by the © 


Treasury indeed presages a sluggish re- - 


` į -sponse to any lowering of interest rates | 

' from the current level of around 17% | 

for business loans. Nor is the strong - 
7.4% volume response in exports to- 


lower terms of trade (down 10.196 in 
1985-86) pred 





this fiscal year, as. subsidies drive. down- 
commodity prices even further. But. 
slackness in capacity seems to have been 
largely taken up by now, and export vol- 
umes are likely to grow by about 2. 5% 
; this year. | 


| n the external account, a new “J-curve” 
effect from July's drop in the dollar 
will. push up: prices of imports — al- 
ready Hsing in the early months of fiscal 
1986-87. The Treasury said improve- 
ments in the current-account balance 
would not appear until late in the fiscal 
Hop Overall, oth 'urrent- account. de- 








A$615 million more than last year, from | 


| | Public final domestic demand 


i Grossi national expbndituro 


| Gross domestic product . 


ted to continue. Trade .| — 
terms will continue to fall, by about 896 


Gross external debt increased, 
on provisional. estimates, from A$68.7 
billion (33% of GDP) to about A$36 
billion (37%) in the year ended June. 
Net foreign debt rose from A$51.4 
billion (2596) to about A$66 billion 
(28%). 

This reliance on foreign-debt capi- 


tal obviously. tends to require more 
attention to be paid to foreign-investor 
.confidence than to the domestic busi- 


ness-investment outlook. With a mount- 
ing overseas debt, foreign markets 
will continue to demand risk premiums 
in the form of high interest rates, or 
a low Australian-dollar entry point, or 
both. 

_ The sweeping-away of many foreign- 
investment restrictions in July encour- 
ages more equity-capital inflow (so far, 


. only about 15% of total. inflow). And 
: | the reduced budget deficit i is a necessary | 
 foreign-currency and gold holdings. Re- | 


condition to free up more. domestic 


-funds for productive investment. But 


many economic analysts worry that the 


m | impressive deficit achievement is still 
Keating is living - 
which cannot 


| ing part of Australia’ s economic prob- |d 
lems. 



















inevitably gain fror 
central- iios tribunal) ! 






compensate fo 
of calendar 1986. 















“discount” dor ex hange-ra 
ment would also be s ught, 
sary. 5e 




















A's: bou cost increase 
much closer to the. inflati 






with some drift above officially 
for better-positioned workers; 
increased. pension benefits 
by trade unions, average. 
would increase by about 696 o 
87. This would be “slightly 
average for Australia's maj à 
partners.” PY 
With their allies in Ms tr d 































FORECAST DEMAND AND OUT PUT 


(% change) (actual) 





: Private final domestic demand 


: Gross fixed capital expenditure 
$.. Dwellings 
Business investment 
(Non-dwelling construction) 
(Equipment) 





Total final domestic demand 
Increase in stocks (96 contribution to GDP) || 
Private non-farm 
Farm and public authority 
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imports of goods and services 


|Net exports (% contribution to GDP) 





| " Non-farm 
|. Farm 





not t sufficient. to create a private-invest- 


ment upsurge. . 
Hopes of bringing inflation down to 


about 6% later this year have been 
` quietly abandoned by Keating. Instead, 


he forecast inflation would stay at about 


8% over 1986-87, which is well above 
the 2.676 current average for OECD 


countries. Higher indirect taxes will add 
half a percentage point to this, BORE 
with higher import prices. 

The Treasury asserts that wages, 


controlled by a government-industry 


“accord” that has actually reduced 


labour costs by 7% in real. terms over 
mi- | the three years of the Hawke: govern- 

it- |. ment, are no longer the main source of 
inflation in Australia. Even so, eed 


1985-86 | 











1986-87 of 1 
























a: wage restraint. 
























going along with “discounting” fo 
ported inflation only grudgingly, 
ALP politicians clearly have thei 
judgment on how far the workf 
can be pushed without a be 
neighbour wages grab by wi pl 
unions. = 
This, unhappily, tends to pu 
a political premium on keepir 
dollar and damping the need. 
counting. There is clearly a confl 
with the need for lower interest f 
high rates are the price of defe 
currency. Without further a 
ing sacrifice by the.trade-unior 
ment, the low deficit may not be 
cuit-breaker the Australian e 
needs. A 










































































ruce Roscoe in Tokyo 
lina is insisting on so much counter- 
rade that Japan's giant trading 
es estimate they will have to ac- 
hinese goods in return for about 
of all their exports to China this 
E 
In 1987, they expect such trade to 
mprise 50-60% of the total, compared 
bout 10% in 1985. Because China 
present has little to offer other than 
| products, countertrade of 
le may help depress wcrld prices 
, cotton, tea and jute. | 
eople's Daily article oa 13 Ma 
ied that courtertrade was of- 
olicy, designed to conserve 
ign exchange and balance 


Opic is also understood to be 
the agenda for the regular 
pan economic consultations on 
gust in Tokyo. Some Japanese 
y hearthe word "counter- 
ften in China they wonder if 
w form of greeting. 

", China is picking Japan's 
me subject. Officials of the 
ternal Trade Organisation 
's Ministry of Foreign 
ions and Trade, woe 








: bed Jetio Adde copies of 
n -papers on countertrade, 
escription of the types of barter 
actised by various countries, 
detailing Indonesia's trade 


| appear, too, that Japan- 
ders are not exaggerating Pe- 
demands for countertrade. 
ever we try to sell something to 
we are always asked to buy 
MM. a ounterwade spe- 





















ae to another trader: “Chi- 
are buying the price. They never 
what price they want; they. always 


| rice, 


pon any sort of countertrade, 








ee trade and nearly always dis- 









t tertrade yee 


"b, then they say we re 10% above 
competitors. Compared with the | 
, countertrade can be more | 
al | trade surplus with China which is 
f cially, Japan’s Ministry of Inter- 
3al Trade and Industry (Miti) | 
I | quests for »arter-like transactions wher- 
he thinking of the OECD ànd | 
il Agreement on Tariffs. and 
at such transactions do not con- | 
| from raincoats to salt from China, and 
i. Poorer countries would not | 
U heir ir goods | 







thinks that barter is smarter — but Japan does not 


prices in ready markets. In the case of 
the agricultural products China has on 
offer, Japenese traders are finding they 
have to make markets, and make them 
outside Japan. This, they admit, re- 
quires that prices which are low to begin 
with must 5e driven even lower, wreak- 
ing havoc with international supply- 
and-demanmd balance for certain com- 
modities. 

But Miti officials are now sanction- 
ing countertrade from the pragmatic 
VIENDO shat it is often the only way to 


trade with some poor countries. Essen- 
tially to please Peking, and mindful of a 


around US$6 billion and growing, Miti 
is guiding traders to accommodate re- 


ever possible. 
Such deals now characterise the 
broad speztrum of China-Japan trade, 


from. fish ng boats to machine tools 
from: oo And some of the transac- 
sa becoming so complicated, 
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money flow. ! Mitsui and Co., 


sian plywood specifically for re-ship- 
ment to China, and was paid in rain- 
coats. 


There is also speculation that Japan-' 


ese tourists to China may unknowingly 
have become components in counter- 
trade deals. A precedent exists, in a tour 
group of 200 Japanese that Mitsubishi 
Corp. arranged to send to Hungary late 
last year. Budapest evidently believed 
their spending would baiance out pay- 
ment for 20 Mitsubishi vehicles. Japan- 
ese trade officials regard this as proba- 
bly the first case of countertrade be- 
tween the service and manufacturing in- - 
dustries. 

Miti and Japanese traders say a lack 
of coordination. within China's trade 
bureaucracy often makes ceais difficult 
to conclude. There is no single list of all . 
available Chinese products ready for 


shipment in exchange for imports. In- . 


stead, both provincial Chinese and Pe- 
king buyers appear to hold individual 
lists containing just a few items each, 
usually of goods their enterprises manu- 
facture. 

A Japanese lathe exporter invariably 
will be asked to import his buyer's 
machine tools, as the textile exporter is 
asked to buy raw cotton. whereas the 
Japanese trading company facilitating 
the deal would prefer to scout the whole 
of China for a countertrade item of his 
choice. Despite such limitations (and 
Japanese complaints), it is precisely 
this type of deal that seems most preva- 
lent. 


| n May, for example, a small specialist 
countertrade company in Sendai, 
Aomori prefecture, negotiated the ex- 
port of two second-hand Japanese 
freighters, owned by Tomouchi Kaiun 


Co. of Aichi prefecture, te the marine- 


transport authority in Dalian for about 
¥130 million (US$844,000) worth of : 
processing-grade fish. The trader, Ren- 
tai Koeki Co., believes the deal could 
result in a regular trade between Da- 
lian, and Sendai and Shiogahama fish- 
processing companies. 


Similarly, a smal! Hokkaido manu 


facturer is shipping carpentry tools to a 
furniture-industry corporation in 
Fushun City and being paid in furniture. 
Big traders such as Toyomen Kaisha 
and Nissho Iwaiare constantlv receiving 
Chinese raw cotton in exchange for tex- 
tiles. | 

In some cases, Japanese companies 
take the initiative to barter for Chinese 
imports. The Japan Soda Industry As- 
sociation, for example, is now negotiat- 
ing to pay for Chinese sal: with caustic 
soda, which, along with chlorine? is pro- 
duced by electrolysing salt. There is a 
good market in Japan for the chlorine, 
DUE the association S 38 "n iber com- 


for exam- 
ple, in January began buying Indone- | 
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nnual production of 
tonnes of caustic soda. Miti has ap 
proved the association's countertrade 
plan, though it has yet to be accepted by 
China. M. 

Coal, corn and crude oil are high on 
eking’s countertrade list, traders say, 
ut often requests for purchase of these 
are simply unrealistic. A recent exam- 
ple is coal. Japan now imports around 
2.3 million tonnes of Chinese coal a 
year, yet one trading house was asked to 
buy 20 million tonnes. Interestingly, 
this request came via a US oil company, 
which wanted to sell its 
Japan. Interviewed by the REVIEW, the 
Japanese trading executive approached 
to buy these rights raised his hands 
in despair, and asked, blankly: *What 
are we to do with 20 million tonnes of 
coal?" 

Another complication is uncertainty 

over delivery dates for the shipment of 
agricultural produce. In some instances, 
























traders say, the items they are expected - 


buy from China have not even been 
arvested by the time they export their 
| own goods. Apart from that, few 
foreign traders speak the same “coun- 
tertrade language," such is the extent of 
variations on method of transaction. 
Deals between China and Japan over 


the past year, however, would suggest - 


that China is concentrating on barter or 
compensation trade. | 
The biggest Chinese (if not global) 
countertrade deal now on the horizon 
involves the proposed exchange of 
about US$300 million worth of Chinese 
commodities for the supply and con- 
struction of two 600,000-kW thermal- 
power plants in Shitongkou, Shanghai. 
The Chinese Ministry of Water Re- 
sources and Electric Power and the Hua 
Nong International Electric Power 
Development Corp. have received 
statements of tender intent from three 
Japanese consortia (led by Mitsubishi 


Heavy Industries, Toshiba Corp, and 


 itachi) and two US groups (Westing- 
ouse Electric Corp. and General Elec- 
tric Co.). : | 

Japanese countertrade analysts say 
Westinghouse's decision to woo Maru- 
beni Corp. into its camp was inevitable, 
given the international-trading network 
ded to dispose of US$300 million- 
worth of agricultural products — some- 
thing a specialised US manufacturer is 
unlikely to have. They also contend that 
should General Electric win part or all 
of the tender, it, too, will need to sell its 
right to import Chinese goods to a Ja- 
panese trading house. 

That, analysts say, is the only way 
the US firms will be able to get any 
money out of the deal. Already feelers 
are going out from Tokyo to a number 
of East European countries thought to 
be interésted in bulk purchases of 
Chinese. produce, presumably in ex- 
change for goods Japanese traders must 










else. 





mport rights to- 


try to sell or again swap for something 
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| see The Largest - 
| Display of Products 
under One Roof 

|| in Asia 


Save time, money, and effort on your 
next buying trip to Asia. See the 
largest assortment of merchandise 
on display anywhere in the region. 
Visit the Taipei World Trade Center. 


More than 163000 square meters of 
floor space, 1,689 booths and 1,069. 
showrooms featuring the products of 
more than 2,500 domestic and 
foreign manufacturers. Everything 
from computer peripherals to kiddie 
Cars. 


Multilingual staff. Computerized 
communications. Restaurant. One. 
of the most modern, efficient facilities * Hams Road Sechon 5 Tapes Taman ROC 
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nce the advent of China's: ol jen- 
door policy in 1979, the Bank of 
ina (BoC) and its network. of sister 


some 20% of the territory's bank d depo- 


ond only to that of the territory's biggest 
bank, the Hongkong : 
Banking Corp. (HSBC). Al ong with its 
$ also increased its polit:cal influence 
expected to play a crucial role in 
kong in the transition years lead- 
ip to 1997, 
he BoC's commercial strategy is to 


"rof t margins in the short term, 

i peta Targer market share in 
ig run. It is concentrating its ef- 
n the low to medium end of the 
;, partly because small savers are 
re reliable and cheaper source of 
ds than big institutions and partly be- 


any significant amount of business 
: jor. non-Peking-relsted busi- 


g growth, on the other hand, 
t kept up with deposit expansion, 
tly due to the group's lack of man- 
ement and financing expertise. But 
: BoC has made significant inroads 


etitive pricing — to the extent that 
as causec dismay to many of the big 
here. ——- 

nce 1977, Peking has encouraged 
state-run banks to compete more 
ely in Hongkong by widening the 
n - of their financial services. With its 
ds and omi) pug Ss its em 


PET 


Aa tade and dus con- 


verseas expansion, while acquiring 
Yodern management expertise. 

;, The BoC's Hongkong-Macau Re- 
gional Office oversees the group's 13 
anks in Hongkong, the Nan Tung 
Bank in Macau and China Develcp- 
ent Finance Co. (HK). Four of the 13 








3 Commercial Bank, Pc Sang 





iyu Banking Corp., with Hong- 
ing or Overseas Chinese residents 
j0lding minority equity shares. — 

~The other eight ieadquarterec i in Pe- 
hg with the BoC are the Bank of Com- 





owned banks 





anks in Hongkong have accelerated 
eir expansion: they now account for 


sits and their 256-branch network is sec-. 


xpahded business presence, the group 


C banks have so far failed to at- 


the mortgage sector through highly | 


acts with an eve to fund-raising and 


are incorporated in Hongkong — 


Chiao Commercial Bank 


ich of the depositsin Hongkong |. 
2, even at the expense of low- | 


ions and Kwangtung Provincial |» 


i ay , MA i à liii rt Iren er d dd WA REN AB BUB BUAN EAM AH ii HANE. 


even d ring the Nationalist period — 
and.China & South Sea Bank, China 
State Bank, Kincheng Banking Corp., 


- National Commercial Bank, Sin Hua 


Trust, Savings and Commercial Bank, 
and. Y:en Yieh Commercial Bank, all 
private. banks taken over by the com- 


 munists in 1949-52. 
and Shanghai |. 


In December, the BoC received ap- 
proval from the Chinese Government to 
treble its capital base to Rmb 3 billion 


(US$808 million). Subsequently, the 





eight other Peking-registered »anks 


E BRANCH 


Hongkong & Shanghka: 
Banke ng Corp. 


gainec approval in March to raise their 


capita. base by Rmb 1.4 billion to Rmb 


3.7 bilion. Of the four Hongkong-regis- 
tered banks, only Nanyang was permit- 
ted to expand i its: capital base, by 50% to 
HK$6)0 million (US$77 million. The 
others are still awaiting approval and 


bly be increased by 50-100%. For the 
BoC and its eight Peking-based sister 
banks. the increase in capitalisation was 
the second in six years. 

The BeC says that higher capitalisa- 
tion will give the banks a stronger base 
for expansion. For the Hongkong-in- 
corpocated ones, the capital increase 





Government's new banking require- 
| capital adequacy, which fixes a 
n5% capital-to- TK asset ratio, 






REVIEWDIAGEAM by Ricky Hut 


sources sav their-capital base will oroba-- 


will ako help them meet the Horgkong 


banks in Hongkong. Although the gap 


that their performant 











vide the groug "s deposit vase 
kong and this pattern is being con- 
sciously reinforced. The group is tga 
lieved to have increased its mar 
share to about 18-20% of total Hon 
kong-dollar deposits — HK$212.13 bi? 
lion at end-1985 — in the territory, and | 
at the expense of smali local banks, j 
some analysts say. | 

Savings accounts are generally alow- | 
cost and relatively stable source of funds 
for banks. Such accounts generally 
make up 20-25% of total deposits of 


between the passbook-savings rate (at 
2%) and the prime rate (6.5%) has 
narrowed — compared to the second 
half of 1985 — to less than five percent- 
age points, and despite the trend to- 
wards lower interest rates, margins are 
still better than in most other financial 
centres, By enlarging its. deposit base. 
the group could also reduce its depe 
dence on inter-bank borrowing, a Bc — 
official said. | 

Although local banks are part of a 
deposit interest-rate — setting cartel, the 
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agreement does not cover deposits of | 


more than HK$500,00) and this offers 
BoC banks leeway for competitive pric- 
ing. BoC members are also willing to ac- 
cept fine margins on foreign-currency 
swaps as well as smaller minimums. 


A Po Sang, for example. foreign- | 
currency trading. including forward 
contracts, are available to passbook 
holders and fixed-term depositors at a 
minimum of generally 1,000 units in a 
range of currencies (except yen and 
sterling). This gives Po Sang an edge 
over other Hongkeng and foreign 
banks, whose foreign-currency pass- 
book facilities are limited to US dollars 
or are offered only on a fixed-term 
basis. Po Sang's gold and securities- 
trading facilities, including electro 
cally transmitted prices and easily avz 
able margins for gold trading, also help 
to draw investors and speculators. 

The group's widening network of au- 
tomatic teller machines (ATMs) is 
helped substantially in garnering dq 
sits. These and other compet me 
methods have helped boost the group’s | 
deposit base spectacularly over the past | 
year — for example. Po Sang more than 
doubled its deposits in 1985 to HK$3.9 
billion over 1984, and up 317% over 
1981. Hua Chiao increased its deposits 
by 31.6% over 1984 to HK$3.1 billion 
(compared “with HK$904 million in 
1981); Nanyang was up 28% on 1984 to 
HK$16.7 billion (HK$4 billion in 1981), 
and Chiyu up 24.5% on 1984 to HK $2.3 
billion (HK$912 million in 1981). Al- 
though detailed figures for the nine Pe- 
king-based members of the group are 
not available, there is no reason to think 
has differed 
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from this;pattern. 








ver some of the customers, a 
property-sáles executive says. 
Already, general banking competi- 
| 9 tion-has cut into the profit performance 
o for. nyang in 1980 to 0. 2696 in | of some Hongkong Chinese banks. For 
.Po Sang 2.26% to 1.02%, Hua example, both Shanghai Commercial 
|] 









years, prob ) 
st or volume. Asset 








1.03 to 0.41% and Chiyu 1,56% | Bank and the smaller United Chinese 
.3975. Their returns on sharehold- | Bank reported lower 1985 profits, with 
ers’ funds were also lower than the gen- | the latter experiencing a 19% decline in 
eral banking average, perhaps reflect- | lending and only marginal growth of 
ing large loan losses, shortage of trained | 2.7% in deposits. Shanghai Commer- 
personnel, high overheads (the result of | cial's general manager, C. C. Chan, Says 
emphasis on retail depositors), and the | that some of the increased competitive- 
branch expansion of recent years. — 
All the BoC. banks have increased 
their. lending substantially. over. the 
years. For example 










introduced by major banks, including 







-Nanyang increased. 
| its loan. portfolio more than five-fold 
| from 1980, to HK$14.87 billion last 
| year, followed by Hua Chiao, up 204% | 
| to HK$1.69 billion. But loan ervic 


also have been a factor. 











‘group s retail base = " 
dously, much of the | ‘xs 
comes from inter- ; D. | 


| cial, and though t 
| s grown trem 
| „Oups capital 
| bank borrowing, a 20, 
| — C. Y.Lauof the BoC regional office | 18, 
| in Hongkong says that on average, the |1800 
| group's lending and deposit businesses |^ 
grew some 3076 last year compared to 

| 1984 — well above the Hongkong aver- | & 
| age of 4.5% for lending and 21.7% for | 9 
i 





deposits. He also says that group loans 
to Hongkong manufacturers increased © 
by 1876 last year from 1984 and loans to 
buyers of private flats rose 66%, while 
the BoC group's government home- 
ownership mortgage portfolio doubled. 
Analysts estimate that the group's 
lending had risen to around 15% of total 
| Hongkong-dollar loans and advances.at. 
end-1985. Senior HSBC officials. are 
| known to have expressed concern at the 
! a . : ; 
| BoC’s rapid expansion and its undercut- 
ting of mortgage rates (denied by 
Nanyang's general manager Shu Tse- 
| wong. who says that the rates offered ME NE aep 
only a result of normal competi- | | aas 5 Profit after tax 
| m). In selected oe je as | —— Advances (ncludes b bills receivable) 
| civil servants who are home buyers, | _ | Deposits EE e ines 
qu banks have been known to offer a Hid = 


ness may be a result of new products and . 
competitive pricing of existing services. 


the HSBC and BoC groups. Erosion of - 
public confidence in small banks may. 


. To make matters worse, manyi he 


rate of half a point above prime, while — ^. REVEWOAGRAM by Ricky Hui and van Kwong 


for Chinese enterprises in Hongkong, in customer: services, with few or no 


My could be as low as a point below.| brochures displayed and no innova- : 


prine. Such competitive pricing is seen | tive plans to. attract new customers. 


as part of the BoC's short- term policy of | The retail market is considered over- | 
high-volume, low-margin business. | banked. Already, a number of foreign i 
banks are reducing their retail pre-- 


Another indication of this policy is the | 
BoC's move. into costlier fixed-rate 
financing in the home-mortgage mar- 
_ ket, so far ona selective basis. 
| The BoC banks’ ties with local prop- 
| erty developers (which may be through 
' lending or personal connections) have 
. also helped the group's lending business 
-` — for example, a couple of BoC banks. 
together with two or three other well- 
inected banks will be allowed repre- 
es at pre-sale offices of certain. 
elopments where: customers. P 


sence. 











| Borrower and a lender: page 52 


Banking analysts, such. as James 
Capel's John Havranek, believe the 
BoC may succeed in taking some busi- 
ness away from established banks in 
specific areas, but not enough to posea- 
major threat because it is "not working | 
to.the same level of cost control." Some - 
of the BoC's business decisions, such as — 
very low mortgage rates and free : TM | 





teme iii 


| from some 78% in 1983 to 89% in 1985 
: while nd at ba declined with cas, 
| hand an 


gains. 


! F3 the BoC group, competition NH 


acquired. controlling stakes in 
er. | local banks. China Internatio! 
— . and Investment Corp. (Citic 
~- has recently acquired controlo 

. Bank and put a former BoC chief 
- Deqin, who was sacked from his B 
^ post) in charge of the bank. Jin is kr 
' for his acumen in international fii 


| banking. the BoC, too, has made 
| roads into this sphere. In June, an 


Steam Navigation (a diversified in 


ot view, this move is less easy to cc 
prehend and China Merchants has. 
, explained why it is moving into unfan 
“far territory. Such moves, combit 
. with the growing competition that 
..cialised banks within China fa 
seemed to reflect a lack of coor in 


. mic reforms. 


rowed HK$161 million from five o: 


cials have publicly admitted their 
nesses in credit analysis and are tak 
steps to improve expertise in that arez 







_ However, 





E | 











cisions — as in the ta 
equity in shaky Hong 
such as China Cemen 
ment, perhaps as a tok 
ing that China was int 
























































a big s surge in Dines pede h 


also come from some mainland € 





While Citic's forte is inves 


China enterprise, China Mercl 


trial/trading group), formed a joint 
ture with a US company to take o 
Union Bark. From a commercial pc 


planning in the wake of China’ se 


- Bad. debts have become a pr bl 
for the BoC banks: in the most- 
cised example in recent years, the 
Carrian group was found to have. 


sister banks. Nanyang was the bi 
creditor among them. BoC grou 


mainly through in-house training. |. 

At Nanyang, which now has more 
tail branches in Hongkong than. any 
its sister banks, housing H 
counted for only 1095 of loan b siness 
1985, despite aggressive- promotion 
the mortgage market, says Shu. He sa: 
slow lending growth to the industi 
sector was offset by substantial grow 
in financing business in China. T 
bank's loan-utilisation rate is hig 
than the other three Hongkong sis 
banks but comparable to the Peki 
based sister banks. 

Nanyang's loans:deposits ratio 
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at banks amounting to 3 








































ear it slowed to 28. 395 o 








d from 0.68% in 1983 to 0.35% in 
5, while profits fell 5.4% to HK$59 
ion last year after a 10% growth in 






he viewer returns may be a result of 
y loan losses and poor management 
ing from its drive for volume. The 
'eneral trend reflects the bank's rapid 
pansion some two years ago, with it 
entering a consolidation phase in 1985, 
asit began trying to reshape its outdated 
management structure anc improve its 
inking expertise. 

. The group recognises that its bigges 

: dicap: i in terms of expansion is fud 


naar Pan pai ta a patat 


ng, pi its growing aggressive- | 
Hongkong — traditionally a lis- 
| post and a source ef foreign-ex- 
irnings for the mainland — 
China's modernisation drive 
yan in the late 1970s. 
bruary, Wang Deyan, presi- 
e BoC, told a national meetiag 


s branches in Hongkong and other 
; of the world should contribute 
more to China’s modernisation drive in 
terms of funds, information and person- 


tinne to devote major efforts this 
ear to pooling foreign currency to sup- 
port China's priorities: purchases of ex- 
0i commodities. under the state plan, 

T, d communications prejects, 
il renovation of small and 
d export-oriented enter- 








| orld: financial mark ets 







7 billion. Returns on deposits: 





nch managers in Peking that the 


said the bank would step. 


training. He said that the BoC will | 











































Sider 


‘managers D Boi gradually retired or 


asked tc remain as advisers. Huang says 
that the average age of group staff 
(numbering about 10,000 in Hongkong) 
is now 20. Security of tenure, generous 
fringe benefits (such as almost-free 
housing) and the prospect of cuick 


promotion to managerial levels for dusi- 


ness graduates at some sister banks 
help offset the generally lower-than- 
market rate salaries. Quick promotions 
are alsc helping update the antiquated 
management structure. 

The BoC's growing prominence can 
also be seen in its new headquarters cur- 
rently under construction, which will be 


The BoC gave no breakdown of its 
group loan portfolio. Nor did it say how 
much ef the money it raised in Hong- 
kong, or elsewhere, is being lent to en- 
terprises and institutions in China for 
moderaisation or other purposes. 

^ Last year, the BoC group provided 





HK$6 billion in loans in China, mainly 
to. construction projects. That was up 


50% from HK$4.1 billion in 1984, and 
from HK$2 billion in 1983. Between 
pril 1986, the number of 
loans provided to the manufacturing 


| Sector was 20,000, involving more than 


HK$6 billion, the bank says. During the 
Sixth Five-Year plan (1981-85), the 
bank says it made more than US$32 bil- 
lion in foreign-exchange loans “ta sup- 
port national economic construction.” 





Analysts believe that most of these 


loans were trade credits. 

: Due to continuing banking reforms 
in Chiaa, specialised banks, such as the 
BoC, the Agricultural Bank of China 
and -the Industrial and Commercial 
Bank ef China (ICBC), are beginning to 
'ompete with one another for business. 


xchange business, but this has 


vnd i | orei broken by Citic and more V recently 


t has Spent ı more 


ised to have a monopoly over | 
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dts appointment to the Banking Advis- - 
ory Committee. It is also a permanent 


member, along with the two note-issu- 
ing banks, of the Hongkong Associati 
of Banks, which sets interest rates 
deposits. 


he BoC has been increasingly vocal 

in its criticisms of the Hongkong 
banking system, following the collapse 
of the Overseas Trust Bank and Hang 
Lung Bank, and has raised the need for 
a central bank. Jiang Wengui, vice-pre- 
sident of the BoC, has said that what 
was needed was for the Hongkong Gov- 
ernment to consolidate the functions of 
central banking into one department 
which would be able to use its discount 


REVIEW TABLE by Ricky Hui 
by the ICBC. Lending t to urban enter- 
prises used to be ICBC's specialty, but 
now all banks may lend to enterprises — 
provided the borrowers' products are 
for export. 

The BoC reported a 24% growth in 
profits in 1985 from 1984, to Rmb 1.84 
billion, compared with a 12.6% growth 
in 1983. Deposits, including inter-bank 
deposits, rose 19% te Rmb 151.3 bil- 
lion. That was slower than the 30° 
growth in 1984, but higher than 1983 ~ 
15.6% gain. Total asset growth also 
slowed down from the tremendous 
spurt in 1984 to Rmb 260.6 billion last 
year. Credit grew 13% in 1985 (11.5% 
in 1984). 


B anking figures for 1982-84 suggest 
that the BoC group might have been 


more interested in building its business 


in Hongkong than in raising money for 
projects in China. Before 1981 Hong- 
kong was a net source of credit, Hong- 
kong Government figures show. From 
1979 (when published figures became 
available) Hongkong's net claims on 
China rose to a peak in March 1981 be- 
fore tailing off. But from 1982-84, China 
was a net creditor (Hongkong's net ex- 
ternal liabilities in relation to China 
were HK$10.7 billion at 
HK$9.2 billion at end-198 
billion at end-198 
reversed in 1985 











^ : = 
n M 


ee t A D n A AP Bani Vk ty Jr m Bosh Eum orm n Re e Marta S m e paras VOR a Aa Bat a M YAN RB b o Ard re e rH eH AI M 


— imena arn SUE ARCA RNR AE INIA EOI IEE AEE 












ng cartel for only confining 

orcement, but overlooking 

other areas of concern. The association 
should: play a more active.role in for- 

mulating banking regulations. and in in- 
vestigating cases of members violating. 
banking rules, says the BoC. 





For the future, the BoC is undoubt- 


BoC (left) and Hongkong Bank. 


claims on China were HK$8.6 billion. | 
The fall-off in net claims, starting - 
in 1980-81, was attributed. by some | 


analysts to ‘China’ s economic readjust- | 
ment and reforms and then-high pre- 







should start making greater use of 
Hongkong' $ financial system once these 
readjustments are completed and in- 
rest rates fall to an acceptable level. 
Ho Yan-ki of the Department of Ac- 


University in Hongkong believes that 
the build-up in China's external assets 


against Hongkong, which started in late | 


similar gains in assets against the West), 
indicates that China is a rational inter- 
national-portfolio investor. In 1981, 

China's external assets as against all 
Bank for- International Settlements 
6 e reporting banks, rose by US$2.3 
- billion, while its external liabilities fell 
8$400 million, 


1981 (and which was accompanied by 







causing a rapid 
o nearly US$3 bil- 






ilso x publichy. riticied 


Xing rates and supervising - 


vailing world interest rates. China. 
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counting and Finance at the Chinese | 









„alte 1997, with no ‘and 
g facilities. Its support of certain 


| ailing companies and its extension of 


emergency credit lines to the sick Ka 
Wah Bank at one point, have helped 
give it an image of reliability — and ofa 
lender of last resort. But the BoC does 
not want to be seen as rocking the boat. 
It has assured the banking community 
of its interest in maintaining the stability 
and prosperity of Hongkong, and says it 
is not interested in adopting a note- 
issuing role until 1997. : 
Thereafter, the matter will de- 
pend on the views of what will then 
. be the government of the Hongkong 
Special Administrative Region. 
This raises the question of whether 
banking rules will change after 1997 
-or whether the status quo will be 
totally preserved for a further 59 
years. The BoC may not like being 
second on the totem pole, but for 
_ now, fear of jolting public confi- 
dence may be a restraining force to 
over-aggressive marketing. ü 


Also quoting IMF estimates, Ho 
says China's net external assets 
compared to overseas banks in 1981 
were US$500 million, rising to 
US$10.5 billion in 1983. Using 
comparable data from Hongkong, 

China's net external assets vs banks 
in Hongkong in 1983 was 11.2% of 

"its total external assets. Thus, says | 
Ho, it is reasonable to assume that | 
the Hongkong investment was just 
a component of China's world port- | 
folio, which aimed to diversify risk, 
and was not solely based on politi- 
cal reasons. 

The sudden change. in 1985 in 
China' s external position as against 
Hongkong, from a net creditor to a net 
debtor, may be partly due to an increase 
in direct foreign investment from Hong- 


| kong in China, but the rapid decline in 
foreign reserves seems to have been the 
determining force, says Ho. He notes 


that China began to draw down its ex- 
ternal assets vs Hongkong in the third 
and fourth quarter of 1984 and in the 
sécond quarter of 1985. China also 
began to borrow heavily, starting from 
the fourth quarter of 1984, peaking at 


. US$1.2 billion in third-quarter 1985, 


BIS records also show that China 
drew down heavily its external assets 
and sharply increased its external 


liabilities compared to all BIS reporting 


banks in 1985, so that its net-asset posi- 
tion fell from a record US$12.7 billion 
to US$2.3 billion. Ho believes that 


given China’s growing familiarity with 


world financial markets, and its falling 
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hard-currency reserves (owing to rising | 
trade deficits), its Hongkong: invest- 4 
j ment. portfolio as a proportion of its 
total. LE: will decline in impor- | 
-— Elizabeth: Cheng 
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Koon Swan told.a Singapore 
trict court that-he intends to plead gu 
to one of 15 charges relating to the d 
mise of a aa Industries w 






ment to crimina 
his part in the colla 
led to the three- day C 
pore and Kuala Lumpur 
in December 1985. 

The High Court charge 
amended version of one mad 
January, which carried a max 
sentence or a fine, or both. Un 
new charge, Tan can be senten 
up to three years' imprison 
fined or both. The charge was 
ed after SA d Public Pros 
Glenn Knight (who is also the 
of the commercial-affairs inves 
tion department of the Finance 
try) received “representations” 
Tan. 

It was these representations 
were partly responsible for the 
and-a-half month delay before th 
could take place. 

When the trial was first postpo 
May, Tan's lawyer, Peter Yap. 
defence needed time to put into 

"certain financial arrangements 
ed with the prosecution." These 
lieved to include about S$14 
(US$6.5 million) pledged to Pan-Ela 
a portion of the firm's S$100 million 
forward-share contracts, which wi 
the cause of the stockmarket | 
lapse. 

Earlier this month, Tan reachéd 
settlement with three Singapore bro 
ers to honour, some of the contract 
which have a face value of around $$- 
million, : 

The precise nature of the repres t 
tions to the prosecution has not. 
disclosed, but it is generally accepte 
that a financial restitution, such as tl 
one, can be taken into consideration b 
a judge when entertaining a plea of m 
gation. M 
The charge now says that in 
tember, the accused abetted Tai 
Liang, a director of Pan-El, in di 
estly paying S$144,853 from. the 
pany's account to buy shares in. 
United Holdings (GUH) held t 
chard Hotel, a Pan- El subsi 























































| E The evidences again 2 

is read to the court by the pro- 

n, but under the rules of legal 

. reporters are forbidden 

disclosing it. 

ie charge was transferrec to the 
Court to give the judge greater 
e in sentencing. A district judge 
mly impose a maximum fine of 
0,000. while a High Court can 
an unlimited fine (though the 
aximum prison sentence is the same 
each court for this particular 
cBarge). Tar Koon Swan can alter his 
ea to a claim of innocence when the 
ise comes to court again, in which case 
‘ill be referred down to the district 


Jn the same day that the trial 
ned. Tar Kok Liang was freed on 
10 bail, pending an appeal 
his 15-month jail sentence im- 

in Feoruary for two charges of 
nal breach of trust. He has already 
six months of his sentence. The 
was adjourned after the defence 
sel told the judge that he had been 
d by the deputy public pro- 

of a "positive development" in 

an Koon Swan trial which might af- 


14 charges against Tan 
oon Swan have been dealt with dif- 
tly. After it had been agreed to 

r one accusation of criminal 
of trust to a higher court, the 
cution set aside five charges cf 
ing and share-price man:pulatioa 
regan the initial hearing into the re- 
ig nine charges of abe:ment to 
inal breach of trust. For this pur- 
2 statements were read out, giv- 
tails of the share transactions 

f out by the defendant and Tan 
iang. Of these, seven statements 
into the details of the alleged 


ey described a complex pattern 
‘transactions made in the year 
“November 1985 involving the 
ves of Growth Industrial Holdings, | 
, Supreme Corp. and Ambassador | 
tel. | 
dealer of James Cape! Far East re- 
ted how his firm had ended up with 
million shares, which hac been or- | 
d either by Tan Kok Liang or by 
fichael Huang, a Malaysian business- 


A former director of the now-de- | 
ict Lin Securities explained how he | 
s asked to finance the purchase of | 


than 7 miliion shares for Orchard | 


i which fa:led to take delivery of i 


he case involving the nine charges 
adjourned to 26 August, the day 
the first charge will be decided 
e High Court. Tan’s defence coun- 
aid: “I expect we can dispose of all 
matters [the r nine charges] on the 








and investment has demolished the last 


. major bastion to W eem trade, opening up. 


the world's targe 





adviser to the of he Poop Achdeifi is Social 


Sciences, explained. ata conference in Bei- 
; = in May 1985: - DE 


he policy of- pening ı ‘up to the outside 


| world has become a long-term fundamental T 
policy of the government. The government : 
first made a decision to adopt special policies 


and flexible measures regarding Guang- 


-dong and Fujian Provinces, and later estab- 
lished the four Special Economic Zones, 


Shenzhen, Zhuhai, Shantou and Ziamen, 


opened up the 14 coastal cities and Hainan : 


Island, actively enlarged the scale of external 
-economic and technical exchanges and co- 


operation, and actively utilised foreign capi- - 


tal and made efforts to attract foreign enter- 
prises to China to set up joint ventures, 


cooperative. production. projects and all- 3 


foreign-owned firms. ” 


In 1984, the 14 coastal cities alone: dga. 
irect 





B! 400 agreements on utilising d 
eign investment and nearly 1,000 agree- 


ments on taking loans from foreign entities 





for effecting tec nical transformation, with 





the total amount of foreign capital used con- 
"sütuting 1.5 times the total direct investment 
of the previous five years, and 2. 5 times the 
total of loans. 


This book explains how to do business | 
with China by taking advantage of these | 
new opportunities. It discusses: the | 
country's economic performance andpo- 

. tential, the economic geography of the E 
country, the political system, the role, — 

|. volume and channels of doing foreign | 



























Fiegat regulatory and tax environ- i 


Í The re-opening € of China. T. foreign trade 


-contributed articles to other publications including the London Times, and tt 


. region. A graduate of Stanford University, he attended Princeton University as 


| Bite E besan et school in. his home 


business, the forms of doing business | E 
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W" he world's nuclear industry has been | 
. A dealt another severe setback as a re- 
sult of the Chernobyl accident. Several | 
years ago, the Three-Mile Island (T MI) | 
accident in the US resulted in curtailed 
Orders for new nuclear units in most of- | 
the wealthier industrialiséd c untries. 
The US nuclear-power-plant | | 
me, once the world's largest ; 
active, almost. came to a 
standstill after TMI... r$ D 
< The last order ir a mucléar-power E 
lant was placed in 1978, and most units | 
irrently under construction (25) are | 
e to come op » line i in the next three to ae 









oir P "France, . $01 
Sen Chinac continue 





nuclear pr ogramme brought to a halt 
work on units Nos 7 and 8 has been 
poned for at least two years. China 
planned to build 10 units by the turn 
re century; however, dwindling 
exchange reserves, China's un- 
Bness to assume large foreign 
difficult and protracted contract 























ng desire to develop its own nuclear- 


t ainable. 
































Jongkong (70% of the electricity 
erated by the Daya Bay plant would 
e sold to Hongkong's China Light and - 
Power) in light of the Chernobyl acci- 
.dent. Only France's and South Korea's 
nuclear programmes seem to be wea- 
- thering the storm. 

Currently, South Korea has five nu- 
clear units that are operational and four 
others under constructon. These latter 
units are due to be on line by 1989. In 
November 1985, South Korea's state- 
Owned utility (Korea Electric Power 
Corp., or Kepco) issuec bids for en- 
 gineering services; equipment and tech- 





12. Proposals were submitted for 
é units in March and, despite the 
rnobyl accident, 
er evaluation by Ke»co. Units 11 
12 may well become the standard 
ther, later nuclear v urits. 











| with its sabia programme? The an- 


ost ^ : (about 600 million tonnes of economi- 


_low-heating value and nee ash content, 




















otiations on the Daya Bay station in | 
angdong province and China's | 


fer capabilities have made this goal ] d 
n the Daya Bay units, to be con- 1 


d by a European consortium, are- | 
being cuestioned by the residents | 


ogy transfer for nuclezr units Nos 11 | 


are currently |. 
turak. 
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‘wer is thatitdoes not have many options 
in chocsingi its energy sources. Indigen- 
ous energy resources are severely h- 
mited. And the need for stable, secure 
imported energy is already high. South 
rea's main indigenous energy re- 
sources are low-quality anthracite coal 










ble coal) and water for 


ity. 
current consumption rate 


: of bade 2C "million tonnes of anthracite 
a year (mainly for cooking and space 


heating), these reserves would lest for 
about 30 years. This coal also has a very 


South Kerean coal: diminishing reserves. 


and is not economically feasible for use 


in electriaty generation with today's 
: technology. 


Hydro reserves are also quite limited 


and will be able to supply only abeut 3% 


of Scuth Korea's projected energy 
needs in the year 2001. With a forecast 
demand level of some 36,000 MWe (an 
MWe equal: 1 million kV of electricity) 
by the year 2001 and a current demand 


of about 10:000 MWe, this large addi- 


tional demand will have to be met by im- 


ported energy resources. It is estimated 
‘that 99% of South Korea’s total energy 


met by 





requirements in 2001 will be 
overseas energy resources. 

The imports will consist of coal, na- 
2as,, Pe ocum and uranium. Of 
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d! pendent on oil and natural gas and for 


. coal for future power plants rather than 


— tle choice but to reduce its depe.. 
ii dence on these vulnerable resources. 
and diversify to more reliable and se- 

| cure energy resources such as coal and 


„coal-fired power p plants 
power plants. 


these four sources only two, coal and 
uranium, are readily available from 
areas with stable economies and, polip 
cal situations (Australia,  Canadd, | 
Europe and the US), elements le | 
are critical to a secure supply of energ ji 
at relatively stable prices, Petroleum 
and natural gas, though. readily avail- 
able and currently inexpensive, are con- 
centrated in countries or areas with a 
high degree of political and economic 
instability. 

And, as demonstrated during the oil 
crises of 1973 and 1979, large fluctua- 
tions in the supply and prices of these 
fuels can cripple the economy of a coun- 
try like South Korea. South Korea and 
other countries which are trying to ex- 
pand their economies and industrial 
output, while lacking a! undant domes- 
tic resources, can ill afford to be depen- 
dent on such politically manipulat 
energy resources. South Korea has | 
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uranium. 
The reasons tor not being overly de- 


rn to coal and uranium are quite 
clear. Thus, one might well ask why 
South Ko: is not switching totally to 


m—A————M — — — 


expanding its nuclear programme. Can 
South Korea afford to deviate from the 
path taken by most other countries, 
given the costs of electricity from nu- 
clear power, and the TMI and Cher- 
nobyl incidents? However, if one 
examines the reasons for the increased 
cost of nuclear-generated electricity, 
the TMI and Chernoby! accidents them- 
selves and the problems associated 
with increased use of coal. the answer 


| is ves. 


p xs major factors that have push 

up the costs of nuclear-power plants 
are excessive regulations imposed during, 
their construction, which meant costly " 
modifications and protracted construc- 


‘tion schedules. As for the TMI mene 


despite the publicity surrounding it,’the 
fact remains that under the worst 
operating-accident scenario — a total 
loss of coolant to the reactor — no lives 
were lost. The Chernobyl accident is not 
really appropriate in the South Korean 
context,,since light or heavy water is 
used są moderator in South Korea's 
nuclear reactors — not ie au 


tially serious ea nipdct. Iti is 
a well-established fact that many more 
.people die annually from accidents at 
nan nuclear- 










s also a L TORE 


Cnal is 





discharged into the 


can cteate serious environmental prob- 





lems — acid rain and contamination of ! 


resurface and ground water with toxic 
“Chemicals. Additionally. large areas of 
„Aand are required to store the coal and 
cash, removing land from other produc- 


tive uses. In order to minimise the en- 





vironmental effects (health problems 
and. damage to crops) of sulphur 
dioxide, it is either necessary to pur- 


chase low-sulphur coal or use sulphur- 


removal equipment. 


Both these methods represent consi- 


derable investments, with sulphur-re- 
moval equipmer | | 
cost of the po ant by as much as 
20%. Also, the sulphur-removal equip- 
ment, while minimising the problems of 
sulphur emission, creates problems in 






the form of large quantities of spent | 
lime or limestone which themselves re- 


^uire disposal. 
: $0, both coal and nuclear energy 
^uave their advantages and disadvan- 
tages. Nuclear plants are environmen- 
tally cleaner and safer under normal 
operating conditions than coal-fired 
power plants, but have the potential for 
causing more damage under extremely 
rare conditions. | 





€ Why is South Korea 
moving forward with its 
ambitious [nuclear-power] 
programme? The answer is 
that it does not have 
many options . . .? 







In recent years, extensive modifica- 
tions to nuclear-power plants, and the 


associated delays in construction, have | | 
made the economics of nuclear power | || 
questionable in countries such as the | | 
US. Earlier-generation nuclear-power || 


(Ongpin: easing the debt burden. 


lants in the US were often constructed 
íi: eight to 10 years. The later-genera- 
tion plants generally require 12-14 years 
for construction, contributing to the 


doubling or tripling of their cost. How- | 


ever, this is not the situation in South 
po sa where construction typically 
t 


akes seven to eight years. And efforts 
are under way to standardise future nu- | 


clear-power plants to further reduce 
costs and construction times. This stand- 
ardisation will include safety proce- 
dures. | 
The cost of electricity for nuclear- 
power plants in South Korea is; and will 
continue to be, competitive with that of 
coal-fired power plants. It is expected 
. that coal and nuclear power will be 
. mainstays of South Korea's power-gen- 
85 on programme in the future, with 








and by the turn of the century. It is be- 
lieved | 
j a raue 







balance between économic, 
and safety conc 








mosphere. These - 


reasing the capital - 


.US$250 million from private sources, 








| 
| 
| 
| 
supplying about 40% of power de- | 
that such a motam repress 





| By Jose Galang in Manila | 
T* Philippines has nearly completed. 


arrangements for the launching of its 
first fund aimed specifically at convert- 


ing some of its external obligations into ` 


equity investments in domestic indus- 
tries. The scheme is not expected to be a 


full solution to the debt problem, which 


has been a drag on the economy, but 
"the hope is that it will begin to chip 
away at the [burden]," says Finance 
Minister Jaime Ongpin. 

The government is now finalising an 
underwriting agreement with US finan- 
cial institutions for the establishment of 
the First Philippine Capital Fund 
(FPCF), intended. to raise about 


including mutual funds, in the US. The 
fund is scheduled to be formalised dur- 
ing President Corazon Aquino's visit to 
the US in mid-September. 

The programme is patterned after 


Similar ones in some debt-ridden Latin 
American countries. Large US banks. 
have swapped some of their loans in 


Mexico and Chile for equity invest- 
ments in a range of enterprises. Among 
the first such investments in the Philip- 
pines was the recent acquisition by 
American Express International of 40% 
of the government-owned International 
Corporate Bank. 

The debt-for-equity swaps thrive on 
discounts, usually substantial, which in- 
vestors get by buying foreign currency— 
denominated debts in exchange. for 
local currency. Discounts are knoWn to 
range from 30-45%, but the local-cur- 





blearrangement | 


Anew Philippine fund aims to convert debt into investment 


coves esu e EAR B deg 


E 


| quires. prior approval for investme 
' A circular issued by the Central Ban 
the Philippines lists seven "prio 
. areas": export production or process 
ing; technical, professional or oth 


paid for in foreign currency; agricultu 


, the government's Board of Investm 





| actually prohibited, but Ongpin s 
| priority areas. 


-.| the programme will not necessa 
. to the non-performing assets which 


| cause of the low prices expected to 
| fetched by the assets under the p 
| gramme, investors who opt for tł 
| firms are bound to benefit on both 
| ofthe transaction. M. 


| ed by reports that some of the de 
j| owed to commercial banks or fina 















































In the case of the Latin A 
countries, there are virtually no resi 
tions on where investments: ca 
made. The Philippines, however, | 


services outside the country which are 


goods for domestic or export market 
health-care services and facilities 

country; low- and middle-income ho 
ing projects; construction or mai 
ance of educational facilities, and 
project identified as a priority area 


Investments in other sectors ar 


can be harder to gain approval for 


Ongpin says that investments un 


ernment financial institutions (su 
the Philippine National Bank and De 
lopment Bank of the Philippines) t 
over during the financial crunch of 
early 1980s, and which are now beingc 
fered back to the private sector. 


The conversion scheme was prom 


institutions were being traded. 
secondary market. While ther 
genuine interest in taking advanta; 
the recovery in the Philippine eco 
(which has contracted in real terms 
some 13% from 1983 to mid-1986), 
some selling was obviously sparked by 
earlier discussions within the Aquino 
government on the repudiation of some 
of the country's commercial loans — 
particularly those incurred under dubi- 
ous arrangements between the bank 
and some officials of the previous go 
ernment. "^ 
According to bankers, early intei 
was fuelled by offered discounts of up to 
45%: the investor pays only 55% of th 
foreign-currency value of the paper a 
gets the whole amount in pesos, tot 
vested in the Philippines. Howev 
cent quotes reportedly range fro 
40% , and there are few banks selli 
cause of the government's ple: 
honour all debt commitments (RE 
3 July). CN ES 
The interest in-such deb 
























































debts of US$14.5 bi 
US$1.45-2.18 billion 





ngpin says that even that much 


S$26.5 billion are alréadv eati 
If of the country’s yearly export 
nues. But converting so much debt 
take several years. Any massive, 


49/5. compared to 23.1% 
id 50.3% for 1984. | 
Jnegpin describes the FPCF as an or- 

ed attempt to attract more foreign 
tment. The fund will be used also 


. through 
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oil prices, coupled with a stone 
continue to steer the Japanese 
y off its charted course. Gov- 
i and private economists see the 
rising even further, forcing the 
30my into a phase of contraction, if 
stagnation, While rea! gross na- 
| product for the January-March - 
‘declined 0.6%, 
d fall of 2.196, it is expected to 
r slightly in the second quarter à às: 
conomy readjusts. 
Whither the yen? That ss the ques- 
on everyone's lips, but answers. ap- 
at as brave as they are foolish. At 
10: US$1, the yen’s level was viewed | 
| political exchange rate engineered 
he finance ministers of the Group of 
ations; in the range of Y155- 
it is regarded as an oil ex- 


é surplus of US$7. 4 billion = 
rts were US$17.47 billion, up 2196 — 
sn-year, imports US$10. L billion, 
1% — was posted for June, result- 


| ‘could | 
vered by the conversion program- . 


Id help ease the debt burden. In- 
payments on foreign loans total- 








mmediate conversion would increase . 
1e money supply and fuel inflation, 
ich in the first half of 1986 averaged 


J -curve € fect (of the weak | 











for an an: | 


: only. : 


t cau tom 
banks have limits on how much of their 
Joan portfolios they can convert — as 


| ports). 


dds, stockmarket equity will 
be a small part of FPCF invest- 
ments. 


„The debt-equity swap programme. 


can only hope for limited success, be- 
large, foreign. money-centre 


has been seen with such programmes in 
Latin American countries. Converting a 
large portion of its debts to a country 
would force a US bank to write down 
any remaining loans to that particular 
country, under present accounting 
rules. 
However, Philippiné monetary offi- 
cials do not see these restrictions as a 
major obstacle. The big money-centre 
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REVIEWTABLE by Ricky 





Expressed it in 1 yen, exports fell 
» and imports, 27.5%. The ae 
surplus. for the first six “months, 






US$34.2 billion, was nearly double that | 


of a year earlier. US$23.1 billion of the 
surplus was with the US, and US$8. 3 
billion with Europe. 

The drop in oil prices from US$27.77 


a barrel in January to US$12.34 in June 
| reduced the value of imports, but this 
.reduction was partially offset by a 15- 


fold rise in gold purchases. Gold and 
foreign-currency reserves at end-June 
were a record US$33.9 billion, up 
US$1.4 billion from end-May — the re- 
sult of efforts by the Bank of Japan (the 
central bank) to arrest the yen's rise by 
buying dollars. 

By region and in US dollars, June ex- 
ports to the EEC recorded a stunning 
growth of 57.296; those to the US rose 
by 29.9%, and to Southeast Asia, by 
3.3%. Exports to China continued 

cline, bu 33. yx whilé im- 



















material prices dropped 36.1% ,. inter- 


. housing-loan finance, and is expected to | 


sonally adjusted 0.5% compared with 


ing in anticipation of the 19 May reduc- 
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n n paper at 
their book Values. Ultimately. a region- 
al bank which wants to write off its loans 





to the Philippines, for exampie, will bef- ^ 


cials hope. - 

It is also felt that many of the "prior- 
ity areas" into which investments will be 
directed are not profitable, at least not 
now. In agriculture , many foreign in- 
vestors still cite prohibitions against 
land ownership by foreigners as a disin- 
centive. 

Investments under the programme 
can be repatriated only after three 
years, and in five 2qual annual instal- 
ments. The rules co not prohibit pav- 
ment of profits out of the investments, 
but they do disallow any guaranteed di- 
vidends. 





Consumers saw little benefit from 
the strong yen. While wholesale prices 
tumbled 9.8% in June (the biggest fall 
since 1931), consumer prices rose 1.1% 
over the June 1985 level. reflecting the 
dispersion of profits in Japan's complex 
web of distribution. channels. Raw- 


mediate materials used in manufac- 
turing by 8. 2%, and finished goods, 
1.4%. 

One sign of recovering domestic- 
economic activity was a year-on-year 
5% rise in housing starts, to 105,000 
units in May. This upturn was attributed 
to the fall-off in interest rates and offi- 
cial guidance to banks to extend more | 
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produce a healthy flow-on effect on | 
spending throughout the economy. | 

Another bright spot was a year-on 
year fall of 10.395 in the number o: 
bankruptcies in June, to 1,463, though 
of these, business failures attributed to 
the yen rose to 68, from 44 in May. Cap- 
ital outflow in May slackened to 
US$11.01 billion, partly because of ex- 
change-rate uncertainty which slowa- ^ 
purchases of US securities. The net 
long-term capital outflow reached 
US$9.97 billion — lower than the 
US$12.19 billion recorded for April but 
still historically high. 

Money supply (M2) grew by 8.4% in 
May over.the May 1985 Tevel, and a sea- 


_ 





April. Bank economists say the un- 
changed rate of growth resulted from 
two factors, each of which cancelled the 
other out: businesses held back borrow- 


tion in the short-term prime rate, while. 
funds from redeemed government 
Dondsiwere Parken in b nk accounts. 
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"WHEN YOUR BUSINESS IS BUSINESS... OUR BUSINESS IS A PLEASURE?’ 





Business Plus. 
A Class of tts Own. 


O,, business ts a pleasure, sheer and utter 
pleasure. That's why we've added an extra Air 
Lanka ‘taste of Paradise to everything that ts 
expected of Business Class. 

These are just a few of the touches we've 
added... bmonty check-in. plus 30kg baggage 
allowance. One from the atsle seating, plus extra 
legroom and deep 34° recune. Luxury cuisine, 
plus French wines and champagne. 

So, 1f you're traveling business as 
usual, fly Air Lanka Business Plus. You'll 
discover the plus ts our pleasure! wy 


AIRLANKA 
BUSINESS PLUS‘ 


A Class of tis Own 
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MORE DRIVE POWER MORE LOAD HANDLING MORE GRADEABILITY 

The Toyota Skid Steer Loader's diesel The Toyota Skid Steer Loader is compact. With plenty of power, 4-wheel arive at 
engine delivers oower to spare. There" Yet, with an operating load of 520kqg, It's deep-lug tires, our Skid Steer Loader c 
power enough to carry a big load —up to capable of bringing out some big loads. handle work .n steep, sloping areas 
520kg. That «ind of performance is tough It offers the capacity you need to tackle Which makes its on-site versatility all t 
to beat high-volume materials quickly ard more impressive 


eficiently. And there's also the 2SDK8 
with a 600kg capacity and the 2SGK6 
and 2SDX6 with a 460kg capacity. 












Our numbers 
add up to "MORE" 


Toyota products are known for their high level of overall performance. And the 
new Toyota Skid Steer Loader is a powerful example of what we mean. When you 
compare, you'll discover cur Skid Steer Loader gives you more of what you're 
looking for. More power and performance. 
More versatility — with attachments to handle 
virtually any kind of job. And oest of all, it's 
backed by Toyota quality and reliability. So 
whether you're in construction, landscaping 
or manufacturing, you owe it to yourself to 
check out the Toyota Skid Steer Loader. 
When you do, we think you'll like the way our 
numbers add up. 


__Toyota Presents the 


"MORE" POY 








deg. Cu; ry. 
1 $ Bucket Capacity 
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ORE EFFECTIVE DUMPING MORE LOAD CAPACITY 
e Toyota Skid Steer Loader's 47? We gave our Skid Steer Loader a big 





cket-dumping angle makes it easier to bucket so you can handle a wide range 
load high-viscosity materials —such as of materials. Which means you can 

iy or manure. Plus, the bucket is selt- handle a variety of jobs, and get them 
'eling to prevent spills. 


done that much sooner. In addition, our 
2SDK8 offers 0.34 cu. m. bucket capacity 
and our 2SGK6 and 2SDK6 offer a 0.28 
cu. m. capacity. 


Clearance 
Circle 


[2SDK7] 


1/30» 


MORE MANEUVERABILITY 

With a 1,730mm clearance circle (with 
standard bucket), the Toyota Skid Steer 
Loader virtually turns around in its Own 
tracks. Which means it can get you 

into —and out of —work areas where it's 
impossible to take a larger rig. 
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HONG KONG: CROWN MOTCRS LTD. TEL: 5-622226 
INDONESIA: PT. TRAKTOR NUSANTARA TEL: 495475 

MALAYSIA: UMW INDUSTRIES (1985) SDN. BHD. TEL: 03-5591201 
PHILIPPINES: PHILIPPINE FORKLIFT CENTER, INC. TEL: 819-09-06 
SINGAPORE: UMW EQUIPMENT SYSTEMS PTE. LTD. TEL: 2653155 
TAIWAN: HO-TAI MOTOR CO.,LTD. TEL: 5612121 

THAILAND: TOYODA (THAILAND) CO. TEL: 245-3405-9 

And distributors around the world. 
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Advertisement 


* inchallenged authority! 


There is no doubt amongst leading top manage- 
ment as to which publication is considered the 
most authoritative in the region on coverage 
of Asian business affairs. It’s the Far Eastern 
Economic Review by an overwhelming majority! 





* inparalleled influence! 


No other publication in Asia or anywhere for that 
matter provides such depth and breadth of cover- 
age of events throughout the region. Don’t just 
take our word for it. Ask the people you look up 
to and respect the most which publication they 
turn to for unparalleled coverage of Asian news. 
The overwhelming response will be the Far East- 
ern Economic Review! 


xunequalled performance! 


since January of 1974, the Review has grown in 
size from just over 20,000 copies per issue to its 
present circulation of more than 63,000 copies 
per issue. | 


s a 


Advertisement 


No other publication in the region can match its 
. performance. In fact the Review's circulation has 
grown by a number larger than the total present 
day circulation of any of the publications which 
started during the years in question. 


A growing number of advertisers have taken full 
advantage of this impressive growth. The Review 
as increased its ad page volume from 1,458 in 
1978 to 2,593 in 1985. 


Advertisers know beyond question that the 
Review reaches the highest concentration of 
Asia's most important people. And they know 
that as an effective advertising vehicle, its perfor- 
mance is unequalled. 


The Choice of Authority 


FarEasternEconomie 
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' Qus may be hard to follow the precise 
El d 





ails of the creative anarchy whereby 

€ Chiu family-controlled Far East 
Holdings (FEH) will become the hold- 
ing company of a newly listed Asia Tele- 
vision (ATV). But persist to the end of 


the public announcements and you will 


find a remarkable. boast. ' 
| acquisitions,” it reads, 
Far East Consortium a dn no E 
from outside parties is envisaged.” 
Time was when: FEC would have 
been hard-pressed to cover the price of 
a packet of pape: -clips from "internally 
generated - nds." But some of the 
Chius companies have been doing 
rather better of late, and there is now 
apparently enough: cash in the kitty to 
inkroll the share- and asset-swaps 
_ hich the family wants to put in place 
before offering part of its privately held 
TV station to the viewing public. ` 






i 
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nominal eo 


million. The stock is convertible into 


then represent 37.5% of the company's 
enlarged share capital. Although FEH 
only gets an effective running yield of 
5.496 on its money, its shareholders 
| should be well enough compensated by 
the prospect of buying into an. appa- 
rently profitable TV station at a modest 
36% premium to net asset value. — 
. The real value of the loan stock lies 
 inthe provision that, according to FEH, 
“one of the terms of issue of the conver- 








| right to appoint a majority of the Board 
. iDirectors of ATV.” Now, perhaps 
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. rictly speaking that is not the case, and | 
| the right to appoint directors rests with | 


, _ FEH only by virtue and for the duration 












Centive to the conversion which i is prom- 
ised “in due course,’ 


ouevring actually comes to market will 
turn on the willingness of the Hongkong 
Government to promise this year a re- 
newal of ATV's franchise in 1988: no re- 
newal, ng: 
l tion tó flo 







pecure that renewal by 
bringing ATV i to line with official po- 
hat local JTV stations should be 
C and the Chius are prob- 

ght'to a sume: that d usd 











The most unusual aspect of the deal, 
as so far announced, is the creation of a mi 
NK$117 million (US$15 million) | t 
convertible-loan stock. 
which ATV will sell to FEH for HK$150. 


 HK$1 ATV shares at par and would: 


gat. Presumably the inten- | 
N fact represents part of - 









tune in, sell out 




















tible stock is that FEH should have a | 


f ofits holding of the loan stock. But even E: | 
| so, this provision seems rather alot of a |~ 
good thing, and perhaps even a disin- | 


Whether the product of this man- HE 





| 


decades of intermittent losses, the com- 
pany reckons to have made HK$15 mil- 
lion after tax in 1985. But even then, 
much of that was illusory. No interes: 
was paid on HK$116.5 million of exist- 
ing loan stock: servicing the new issue 
would cost HK$8 million pre-tax. 


... Of course, 1986 will be better: [ti isa. 
necessary preamble of going public in 


Hongkong to chalk up a miraculous 


prospectus year in which profits more or | 
less double. But what comes beyond? | 


Competition from cable and satellite 
TV is going to start eating away at the 


marginal 10-20% of non-TVB watchers | 


on which ATV now depends. 


ATV's future success will depend on | 
its ability and willingness to spend large | | 
| sale can make the HK$250 i 
| widely tipped as the Sing T 
| profit on the deal — two years 


sums of money on buving the program- 
ming talent, stars and shows needed to 
win a more consistently substantial 


share of local viewers, and on the capital . 


investment which new broadcasting 


technology will soon require. 


Going. public is a start; so, too, are 


the. apparent attempts to lure: TVB's 
general manager Robert Chan. But will | 
the Chius, not famously big spenders, - 
follow through? Or will they feel that 


ATV, returned to marginal profitabil- 
ity, should be viewed as a source rather 
than a consumer of cash? Investors 
should watch the prospectus not just for 
a fluffed-up profits forecast, but for as- 
surances that ATV is destined to be- 


come something more than the mom- 
 and-pop TV store which has barely sur- 


vived until now, and will have less 
chance of. prospering in the future. 


"© SCYLLA, in Greek mythology; was a | 


monster with a snake's head, shark's teeth 
and baying dogs girding its loins. It de- 
voured all who came within reach. What 
is more, it was 
female. | 
Any connec- 


BEUTER 


| la Ltd, a proper- 


owned by Sally 
Aw Sian's Sing 
Tao newspaper 
and printing 
group, and Bruce 
Judge's Impala 
Pacific, is entire- 
ly fortuitous. In- 
deed, on the face 
of it, Scilla is as 
bein as Scylla was malign. In October, 
Scilla paid HK$636 million at auction 
for a 


tion between this | 
creature and Scil- | 


ty- development | 
company jointly | 


. site in Hongkong's Tsimshatsui 
| tourist area. It subsequently announced 
| a development to cost HK$650 million. 
.|, Thereupon, Sing Tao — which had |. 

been taken private last year via an Aus- |- 








|.faise money to help its pro 


cially as ever-conservative | 
Standard Chartered (SC) (and 
| underwriters) put up HK$450 mi 


| willing to finance most of the. 


and is selling out to a Japanese 


| millioni in the j year ended 31 Mar 


announcement, but so far no names 


the market as “Middle East inv 


have not been suspen 


the prospectus, 


€—————M— 


be believed, that market could 0 


dy reported a month-old rum 































xh i 


tralian company — — went pù 


lopment activity — and provi 
cash for Aw. All good clean fi 


buy the land, and presumably woul 


HK$650 million to develop i it. Dot ban 
ers ever learn? | 
€ NOW, however, the market d. 
Scilla would rather make a quick tui 


No one in their right mind will make 
much of a fuss about what Sing T 

in its February prospectus abou 
term investment in a hotel, if. 


uj 


earnings for Sing Tao. B 
It would get Aw out from ut 
eventual debt load which could 
the rest of the group's earnings ( K 













































uerit. of those long on Sin 
Impala. Now at last we have a for 





numbers. Plenty of action in the m 
ket, however: Sing Tao, launched 
HK$1. 80 in February, hit HK$3. es 
€ WITH all those yen, and the To 
stockmarket booming, the very. 
“Japanese investors” is as electri 





was in by-gone days. They ce 
exist, and by Tokyo standards, H | 
billion or so for a Hongkong hotel 
look a bargain. But what is the P 
And the payment terms? —  ; 
Shroff is not normally in fa 
suspending shares, locking peop 
well as out. Shroff would, had he ow 
any, be only too pay that the s Fes 
ed and he cou 
take his profit now, rather than wait - 
see Sing Tao's net assets rise by 30% 
overnight. A profit in the hand is worth 
two in the newspapers. : 
Shroff will have to be content with 
wondering how much of the about-tc 
profit might be invested, as promised in 
in the loss-making 
Hongkong Standard, to enable it to be- 
come "profitable in the competi 
English- language daily newspa 
ket in Hongkong." If the Sta 


come even more competitiv 


Y. K. Pao is planning a nw 
"ad Where art thou, , Chary 
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Lincoln Kaye in Bombay 


ithin less than a decade of its estab- 
¥ lishment, Reliance Industries. (RD) 
s overtaken century-old competitors 
© become India's third- -largest indus- 
rial house. Its foreign collaboraters in- 
lude. such. well-known multinationals 
as Du Pont and ICI. Its sales figures 
Jace it within hailing distance of the 
Fortune 500, a league it expects to join 
within the year. It got where it is today, 
ess than a decade, thro ugh the sheer 
luck and audacity of its founder, 
Dhirubhai Ambani, a trading-clerk- 
extile-magnate. | 
ut Ambani's drive faltered when he 
red a stroke in February, obliging 
o leave the day-to-day running of 
npany to his two sons. US- 
d MBÁs in their 20's. He is now 











and a slump in its share price. 


igh his fast-track business practices 
laud his come-uppance. But 
dustrialists worry that the anti- 
eI. grom might signal a backlash 
t the 


2* 


jalist India, Ambani 
to personify many of the business 
ss that the Gandhi government's 
omic reformers mean to promote: 








than dependence on the state. 





ncreased six-fold (though overheads 


up 24-fold over the past seven 
. By paying out. dividends more 
1 twice the norm for locally listed 
panies, RI has become the highest- 
alised and most widely held 
Minter on the Indian stockmarket, 
ith nearly 1.7 million investors. Its 
reakneck expansion has been financed 
by markets, with virtually no recourse 
o government development banks. 
[ts import-substitution projects will 
save the country more than Rs 30 mil- 
ion OSSA 4 million) a year in scarce 
( ‘Although t the E P4 




















seven years, "RI ns ipu odided ae 
isury with a steadily growing stream 
ndirect excise taxes. By last year, ex- 
ax PA RI ext had d reached J Rs 38 











preneurship, efficiency, quality - 
| and financial self-sufficiency 


lowing this recipe, RI’s turnover | 


e kept pace) and its book value has - 


with unfavourable regulatory de- ' 
, government probes into RÍ'sfi-- 


Opinion is sharply divided in com- a T 
l circles about his setbacks. His |. 
s — and he has made plenty | 


Rajiv Gandhi government's | < 
ed business climate. Even in | 
would 


s upstart industrial house r runs foul of the establishment 


Bon of 15,000, the company claims to 
have spun off more than 400,000 ancil- 
lary jobs through its network of 
suppliers and distributors. 

Such sterling corporate citizenship 
— plus top-drawer political connections 
— have won RI a bevy of coveted reg- 
ulatory approvals in the past. The com- 
pany jockeved itself into a unique posi- 
tion to cash in on India's incipient 
polyester boom. It wangled licences to 
double at a stroke the country's produc- 
tion capacities in polyester-filament 
yarn (PFY) and polyester staple fibre, 
thereby dwarfing the established pro- 


“` ducers of these commodities, whose ex- 


pansion plans had long been rebuffed. 

. As RI's PFY plant came on stream, 
an "anti-dumping" levy on imported 
yarn effectively shielded it from foreign 


Dhirubai Ambani and sons: ‘close to the line.’ 


DENS tp OANEI MMC M Tp P MR TCR E ETE 


competition and artificially bid up yarn 
prices to plants. RI got generous import 
quotas for purified terephthalic acid 
(PTA), a key input. It also won licences 


. to vertically integrate into manufacture 


of PTA and another input, mono- 


| ethylene glycol. 





Meanwhile, new plant licences kept 
tumbling in as RI prepared to ex- 
pand beyond its mainline textile busi- 
ness into such new fields as plastics, 
petrochemicals and electronics. In all, 
the company holds licences for more 
than Rs 20 billion worth of pending 
projects — enough to keep if busy 
through the end of the decade, accord- 
ing to industry sources, even at RFs 
cracking pace of project implementa- 


tion. To help it maintain that pace, 


the government's Controller of Capital 
Issues (CCI) has been obliging in its 


pr are on the financial side, as 





A shareholder who bougat 100 
of RI when it went public m 1977 
| have 492 units today, folowing 
s. of CCLapproved rights and 


Mataira re rete ANY YE NH Rts Pp ARRAY PU AA RAR NY? (RA et MA P Asn Ana ry TYP RA pagal RRS RRA pf RHI HÓA ER RE 


press reports charged R 
x» Amassing bank cregi 





Mukherjee, who has. since e been ed 


from the ruling Congress party, and his 
reform-minded successor V. P. Sin 
Ambani profited both from the protkc 
tionist licence regime (the "anti- duni T 
ing” levies,on PFY) anc from the ensus 
ing liberalisations. (the boosting of plant. 

expansions. to attain "minimum econo- | 





$o 
uu 
RD eM aCe 


mic scale"). Like most major Indian in- 


dustrial houses, RL assiduously courted | 
politicians and bureaucrats. | 
This could transiate into campaign. | 
donations and holiday greetings, or | 
more public displavs like the splashy | 
party Ambani threw for Mrs Gandhi | 
upon her 1980 return to power after her | 
post- Emergency season in the wilder- | 
ness. But it is not just patronage that has 
marked Ambani's. genius for govern- | 
ment-relations, | 
RI's winning streak i in the. corridors | 
of regulatory power lasted right throur> | 
the first quarter of this year, when t! y 
company bagged a licence to produce 
linear alkali benzene, a detergent input. | 

i 
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| 
| 


But then, Ambeni’s luck turned sour. | 

First came a rapid-fire series of press | 
"exposés" on the companv's finance | 
Although the articles built no more than | 
a circumstantial case against RI, they 
featured a flurry of documents. and 
statistics that could only have come |. 
from extremely well-placed sources 
within the government or in. banks, in- 
cluding some from  super-secretive 


offshore-bankirg havens. | 
i i 

H ard-hitting. exclusive investigative | 
stories have appeared week after | 
week, anchoring Page 1 in all the news- 
i 












papers of the Express group (headed by 
R. N. Goenka wno has off€n sited with 
Ambani's business rival). A few other 
tabloids and magazines were quick to 
take up the story, as wagthe Press Trust 
of India, the national wife service. The 
with. 

„through shell d 
companies to prop upi share paces ap aut 
ramp its own debentgre | F 

> Openingt 



























up times for its px 
The compan 
innocence in a cost 
paper advertisem 
country's major da 
of the Express grou i 
Readers openly vondered whether 
the newspapers were being spoon-fed 
selective information in a coordinated 
innuendo campaign. Were Ambani's 
. business rivals ganging up on him? Had. 
he lost his governmental clout? 
_ As though in answer to these doubts, 
^w Delhi chimed in with a snap 
ee levet dect sion on 103 une to dis- 
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convert 


] portions of four. ne 
| previous. ' 


debentur 






/ guage of the latest Rs 2.7 bil- . 
. lion “F” series debenture gives- 
RI the right to pay off the 
debentures with equity. Never- 
theless, the cabinet decided the. 
e fostered Unvpoiesore 







dated to. inflict maximum dam- 
age upon RI. The decision, 
aa, properly in the purview 
. of the CCI, was referred up to 
the political affairs committee 
|. ^* the.cabinet, chaired by the - 
ime minister himself. It came on the 
cve of RI's scheduled board meeting to 
announce the conversion. The state-run 
TV network, which ordinarily shuns fi- 
nancial storiesin its newscasts, announc- 
ed the decision in a late- -night bulletin. 
By the following morning, stock ex- 
changes were poised to nearly halve the 
trading price of the F debentures, cost- 
ing RI investors as much as Rs 3 billion, 
 bysome market estimates, in a single af- 
ternoon's frantic selling. And to under- 
score RI’s fall from New Delhi's good 
;, Singh followed up the non-con- 
with another snap deci- 
eek later to roll back 
Ding" d on Af at a 
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the “anti-du 
potential cos 
lionin foregond 
That is-whe Ambani came winging 
rom San\Diego, where dA nan 










pu] 
e 
< 
e 
= 
= 
(e 
|o 












gi | 
icluding those 5 


Medium/short-term debt 


Tough ith and inv were se aie 


in favour of flattery from the floor, with. 
one shareholder even going so far as to 


thank Ambani for “giving darshan” (the 
kind of exalted audience a Hindu saint 
gives his disciples). Indeed, the AGM 
had an aura of camp- meeting-style re- 


ligiosity, as an estimated 30,000 share- 


holders braved the first week of the 


| monsoon to throng a specially erected 
| tent on a downtown Bombay fair- 


ground. 


|: addition to a costly TN lunch 


from the five-star Taj Hotel; Ambani 


served his flock a collation of ambitious 
investment plans, a record-breaking Rs 


250 million in dividends (or 50% on par - 
value of share capital), and a flurry of | 
upbeat sales and profit projections. He 


also hinted of plans for a new — fully 
cotivertible — debenture issue on a 
rights basis to console holders of the 
previous ill-starred series. 
Market-watchers will be keeping a 










. Source: 1985 Financial. Statement. 


awarded both to the convertible deben- 
tures and to the new-fledged shares of a 
leasing subsidiary that RI means to float. 
In both cases, RI has applied for pre- 
miums well in excess of CCI norms, ap- 


parently on the basis of the cachet of the 


RI name. Ambani, however, could not 
wait around for the verdict on these ap- 
plications. Shortly after the AGM, he 
flew off to Switzerland to resume his 


physiotherapy and wait out the mon- | 


soon, according to family sources. 
No sooner did he leave than the press 
assault resumed with renewed force. 


But the unkindest blow came when a 
seemingly coordinated series of moves | 
by officials of the Reserve Bank of India | 
(RBI, the central bank), the Finance - 
ID and the due Stock Ex- | 


-Paper chase: page 68 






| preliminary indin 
| 60 Ambani-a 
: borrowed Rs 


| 
E 


i Pubs Amban? S efforts s (ox 'fen 
| scrip. The stock shed about 50p 
|. nearly 15% of its worth, in asing 
noon. Government-backed S 
- like the Unit Trust of India, whic 
| narily throw their weight against 

. gerated market movements, sat ou 














watching nervously for the imps 
: REVIEWDIAGRAM by Ricky Hui. and ivan Kwong 


close eye on the levels of premium 


| 
| 
| 
| 
B 





| to the line." 


remarks, instead of raising the sellers’ 
| Mi to pedo against a andi run, the 


- sellers’ margin to equal the buyers 


| and yawed in the backwash. 
` breathless few days, the financis 


g the share is now underpriced (thoug 
B others swear it has 100 points « 


the corporate sector for econ 

















that the xA 



















When PAEAN in : 
the report, Singh sus 
the. loans were finally ] 
have been misused, a could b 
called. | pce eae 


pected't to uen à wave ^ of s sell : 
stockmarket. But the day after Ss 


assault on RI. 
By evening, the BSE had raise: 


the damage had already been done 
RI foundered, other blue chips pitcl 





ub 









wondered how the market as a v 
would sustain the blow to its lead 
counter. But the institutions see 
have quietly diversified out of RI share 
without making too many waves. : 
The share has since dipped as low 
Rs 277 in (thin) off-market trading, bu 
on the whole, it has hovered at arc 
Rs 300. Some tip sheets are even star 
ing to issue buy signals on the grout 





































yet to fall). Nevertheless, pun 


the share price of the next bout of 
RI could make headlines with: 
» CCI rulings on its premium. applic 3 
tions. | 
» Findings by any of the committee 
probes that could lead to legal or reg- 
ulatory action. 
» Technical or administrative hitches in 
the implementation of its investment . 
projects. | ie 
» A verdict in a shareholder's suit chal- 
lenging insider investmentsin RI... 
Each of these situations rests ulti- 
mately in the hands of the central gov- 
ernment, and, beyond their particula 
am act on RI, observers will read them 
as bellwethers of New Delhi's emerging. 
commet al and financial policy. “T 
country is going to look increasing 

























leadership,” says one textile exe 
from a rival firm, “then we- ieed 
than ever to set clear ground ri 
business practice. RI played 
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E Nowhere is this motto better demon- 
H strated than i in the company’s financing. 


| | after his “family” of investors 

| | that the market has welcomed 
|| each new sub-division of the - 
Eo company’s fissiparous. scrip. 





. and collecting bonus shares, a 
| 1977 shareholder would today 
| have nearly five times as much 


His holding would also be 
| worth. more than 17 times 
| what he paid for over the 
years. — 





| stock is what allows Ambani 
uubscription. Simply tick the relevant space in | to bring off what one mer- 
|| " Rumpelstiltskin trick": 
| ning the straw of corporate 

debt into the gold of equity, 





 €onversions to date. 


i oe sites is a way of life." 





'r-expanding balance-sheet and 
income - statements are propelled by 


di what has been, in the past at least, a self- 





perpetuating growth dynamo fuel'ed by 


| | Indian Government incentives and the 
| boom psychology of local capital mar- 
ket. : 


By taking advantage of investment 
allowances, Reliance has managed to 
no income tax since going puolic in 





|] 1977. | AS long. as it had new projects on 


the boards —- and the wherewithal to fi- 


nance them — it could continue to re- 


tain all its earnings. That left i: with 


adequate profit to pass on to its invest- 


ors. Shareholders have come to expect 
dividends two or three times market 
norms. 

So. well has founder Ambani looked 


By just exercising issue rights s 
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1979 


stock as he started out with. 


The cachet of Reliance 


chant banker describes as his 
spin- 


ond 
Each 
conversion has ratcheted up. 
the company's debt:equity ratio, en- 
abling it to go in for more — ultimately 
convertible — capital-market borrow- 


through a series of five 


ings. 


This way, Reliance has been able to 
finznce its ambitious development plans 
without recourse to the hard-pressed 


| government. development banks, help- 
| ing sell the projects to the licensing au- 
| thorities. The projects filled up the com- 
| pany’s expansionary agenda, generat- 
| ing the investment credits which re- 
duced the tax burden and raised dis- 
tributable profits. 


And so the dynamo gathered 
momentum —- at least until the brakes 
were put on by the recent govern- 
ment ban on conversion of more than 
Rs.3 billion worth of “non-convertibie” 


| debt and the drop. in Reliance" s: share 
f price. 
ft Along with these problems, came the 

no pro pect of. reduced. 








profits, from yen 
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moved, plus.a slowly eroding exch 


newly fledged leas 





galee: une tariff. meolection: was re- 
rate jacking up:thlie costs of servicin he 
company's RS i 3 billion worth Vaf 
foreign debt... ; 

To. kick over its. s stalled financial en- 
gines, Reliance has applied for a fully 
convertible bond issue of Rs 4 billion (or 
up to Rs 5 billion if oversubscribed), the 
largest in Indian corporate history. If it 
succeeds, .Ambaniphiles predict, it 
might. be followed with more rights, 
bonus and debenture issues. So far, the 
company has issued less than 40% of its 
authorised capital of Rs 1.25 billion, 
leaving: plenty of room, theoretically, 
for equity. expansion.. "But observers 
ene Do Tuc mo stock Reliance 














have become its hallmatk, T 
One way to manage the necess 
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| RELIANCE INDUSTRIES - h 








Source: 1985 Financial Statement. 





a hy Andy Tang ad ivan i 


fiscal bends aid be to issue shares 
at substantial premiums. The company 
sought a conversion premium of Rs 190 
on each Rs 10 par-valued share in: the 
convertible proposal currently before 
the CCI. That represents «à a three-fold’ 
mark-up of Reliance's book value per 
share, and ony a 45% discount from the 
counter's then-prev ailing market price 
(the share has since lost ground, making 
the discount even shallower). Past pre- 
cedents suggest ‘discounts of 60-85% 
below market price for bond conver- 
sions, - 
Conspiracy theoris: | 
cent bear run on Relidnce shares might 
have been orchestrated by interests that 
want to beat down tHe premium the 
company eventually rfalises from the 
CCI. Another applig t 
mium d equity issugi-*- 











f hint that the re- 


floated “in associa 


n for a pre- 
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"1 

)m ig ^n give: a! 
se before: allowing! one to: start up 
ith Rs 1:25 millionin share gapital plus 
360% premium on equity. « 
Tn its negotiations with tlie: CCI for 
the convertible issue; Reliance was re- 
portedly offered Rs’ 12b billion worth of 
debentures to be-earmarked for NRIs 
and an additional. Rs 500 million as a 
promoters’ quota. It suppósedly de- 
clined both offers, with th 
fresh in mind of the tro 
these two categories « © 
last bond issue. |. 
















vestment in its 


ot that Reliance. omale: any 
| M wrongdoing in its ill-fated F series. 
| C Und sources: consistently deny 
| laundering “black .money” through 
5 NRI investors in that issue, pointing 
| 
| 








* that the Rs 1 billion raised offshore 

; contributed. by: more than 11,000 
rar-flung expatriate Indians that Ambani 
could not possibly control as a group. 

.As for the. potential eign-ex- 
change outflows: that NR tlays on 
|t Wie could portend, Reliance posi- 
| tion pape eckon that even at a maxi- 
mum, they would add up to no more 
than an 18% return on investment after 
capital-gains taxes and rupee deprecia- 
tion — hardly out of line with the re- 
turns that draw overseas. NRI invest- 
ment under a host of government-spon- 
sored schemes. 












mobilising NRI funds through offshore- 
banking havens. Company sources in- 
sist a host of state-backed enterprises do 
just as much, under the premise of con- 
fidentiality upon which NRI investment 
is predicated. Of the Rs 600 million al- 
legedly borrowed from Indian banks by 
Reliance-related companies, less than 
| ^^!f is still outstanding, sources esti- 
| te, Even if some part of these bor- 
| ruwings were to be recalled, the debt 
| burden would be far from crippling toa 
, company of Reliance's size. 

-. ‘It should not ever come to that, any- 
way, since the company stoutly denies 
"the. allegation that Ambani misused 








these funds to ramp his own F series de- - 


| bentures. Reliance sources huffily reaf- 


| firm that no: member of the family holds 


a single bond of the 1985 issue. And 
why, they ask, should Ambani attempt 
to "corner" 
family has been systematically diluting 
its holdfffg m 100% control nine 
years ago te )% today? 
Ambani ‘told|[cheering shareholders 
_ at the compa 
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recollection 


Nor is any apology in order for 


Reliance scrip when the . 






tighten. 


By Nigel Holloway in Singapore et 


(SI) Act, 
supervision of the” docal 
stockmarket in the wake of the Pan- 
Electric affair, came into operatio 
15 August, after the government form 
lated regulations through which the 
legislation will work. The new rules, ac- 






aimed partly at overcoming the reserva- 
tions of the industry to the initial word- 
ing of the act. 


in March, Finance Minister Richard Hu 


-who would be able to use part of their 
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yj AGM in June that he | 
y mould Mp cit them in on an ever-in- | 






|. "on a reasonable basis," 


savings from the Central Provident 
Fund (the national retirement fund) to 
invest in equities starting 


on 1 May. But its im- 
plementation was  de- 
layed while the  au- 


thorities sought the views 
of the industry over the 
act's actual wording. 

The most important 
element of the rules is to 
exempt a whole range of 
activities from many pro- 
visions of the act. In faci 
14 out of the 49 rules deal 
with such exclusions. 
Bond dealers, merchant 
bankers and share 
analysts were among 
those in the industry who 
were the most anxious 
that the act might crimp, 
or even kill off, their ac- 
tivities in Singapore. "The 
most contentious section. 


companied by a list of 23 forms, are 


Singapore’ S financial community; is ien i bout 


; S pore s new Securities Industry | ci 
a primarily intended. to | p 


On. | a | 
u. € | 












Hu: exemptions. 


of the act concerns the conduct of secu- | 


mendations. 
Under the new regulations, rm 
underwriters, _ insurance companies, 


offshore-fund managers and merchant 


banks (but only with es are to such 


things as takeover advice) are exempt | 


from these provisions. The section also : 
does not affect securities transactions 
between a corporation and a bond 


dealer. These exemptions mean that 


bond salesmen will not have to worry 


. | about contract-note stamp duty. 


The SI Act requires investment advis- 


ers and dealers to declare their financial 


interests, and make recommendations 
having con- 


d. | ducted an inquiry into their clients' in- 








vestment objectives. According to the | 
'gulations, these provisions do not af- 
advisers and dealers who send share 4 


| rities business, involving such matters as - 
margin requirements and share recom- 


E 
| 


| ment wi ill 


from the provisions of the act. 
When parliament passed the SI bill |. 
"dealers from making a market. 
argued that the legislation was needed |. 
quickly to protect individual investors 


seen at the time the Singapor 


made the dos Ibero “ihe. reg atii 
were put into effect, the governm 
specifically exempted the bond ma ke 


15 of the act appeared to outlaw 


Much of the remaining regul: it 
are aimed at preventing stockbro 
from. gearing themselves to the deg 


Kuala Pumpur stockmarkets w 
— closed temporarily in | 
| cember. A share broke 
1i will lose its licence if 
aggregate | indebtedn 
exceeds 1,200% of its 
justed net capital, o 





ed net capital m 
shareholders’ funds: | 
such things as non-c 
rent assets, unsecu 
loans, deficits in client: 
accounts and the excess o 
the contract value ove 
the market value of open 
purchase contracts. ! 
In addition, a shar 
dealer may not permit d 
icits arising from transac 

tions by a single client 
exceed 30% of its : 
^ justed net capital av 

aged over three months. A broker 1 
not allow the book value of all secui 
in its own account to go above 150' 
its average adjusted net capital. T 
market value of shares bought or cat 
ried in a client's margin account must 
not fall below 130% of the debit balance 
(that is, cash owed before deducting 
cash deposited) in the client’s E ; 
account. | 
These and other requirements wi 
make it extremely difficult -fọ 
stockbrokers to be used effectively äs 
banks in extension of credit to clients. Í 
will be some time, though, before the 
brokers will be able to assess how tigh 
the new regulations are. In March, H 
said that if certain parts of the act tur 
out to be too restrictive, he would b 
| happy to introduce. amendments. Mem 
| bers of the stock exchange will nae tt 
| make a powerful case before 4 
„entertain this possi 
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Protest agains the FSA in Bangko : 


COMMODITIES 


-year lows in the world price of 
ce ‘has given ammunition to attacks 
€ US rice-export support policy 


< Thailand’s sponsorship of a con- 
ce in Pattaya last month o. a group 
Critics calling themselves the 
s sing agricultural-producing 
tries.” which threatened to bo 
Gatt meeting at Punta del Este in 
guay next month if agriculture is not 
sed on the agenda, stems directly 
n its unhappiness with US rice. po- 












"The rice section of the US Food 
curity Act (FSA) of 1985 has become 
chief target of Thziland's anger. 
ailand and other rice exporters say 


ferced prices down below produc- 
i costs as the US tries to boost its 


atte Nitec etg rr P nm anstatt 






























e | HK$59.53m 
(US$5.1m) 


‘other exporters, especially Thai- | 


ycott |. 
whick should gradually dw out Tess ef- 


e PSA (which took effect on 15 April) 


caving, | Net % change 
Period — profit | on period | 
S$4923m | 423 7e 
i Rhee 8m} l (8€) 
Keppel Corp. |H30Jume| SS424m | -84 | S$25782m -14 | nil 
(Singapore) eee 2 (USS2m) | | i (US$119.4m) | | LL 
i | Y 30 June |-A$12.71m | s A$1.14b |] +34 | ni 
| (US$7.9m) |. .(US$710.3m! | 
ye | 8727m | | 4898 | na. na | ha. 





























w low can it go? | 


e market battle heats upas rice prices sag 


David Halpert and Paisal Sricharatchanya in Bang«ok 


share of the world rice market. But it 
.appezrs that the FSA's feared impact on 


the volume of Thai rice shipments has 


been somewhat exaggerated. 


‘The FSA theoretically provides for a 
reduction in US rice production through 
a gradual decrease in the "target price" 


—a egislated price used to determine 





ficient growers and eventually decrease 
the acreage devoted to rice. The rice 
secticn of the FSA aimed at increasing 
the US’ share of world markets — part 


-of the effort to cut the country's massive 


trade deficit. Most recently, alarm has 
spread over the possibility of a food- 


trade deficit as well. 


The US’ steep cut of the loan rate, by 
which it determines the target and ulti- 


mate selling prices of the rice, has 






















| HK$110m 
| (US$14.tm 









| fore. ‘the FSA’: s effective date — to” 6. 
May, though by late July, nearly half the 
loss had been made up. 


"——————————————————————————————————————————————— Áo 


| 
| 








Strong increase in income from treasury and investment T 
banking helped bank's earnings. Continuing provisions | - 
made lor possible loan losses. ; i 


Reducton in financial costs and. upturn in ship-repair D 
work cut losses by more than expected. 


Most of group's operations were profitable during the 
(12€) year, with the exception of Green Holdings and Burdekin | 
: | dam project in Queensland where significant tosses 
i were recorded. a 


Income improvement was attribugh BC 
gold operations, profitability of Dizbn copper mine, lower 
| interest rates and lower energy cos 


. Extraordinary gains were HK$37 


-ther net proceeds received on Io 
| sation of securities on disposal 


Jus 





Irrigation projects and the usf of 
higher-yield strains have helped mke 
former rice importers such as Indra 
South Korea and Indonesia self-suffi- 
cient — and have caused a steady ero- 
sion of prices since 1981. But producers 
feel the aggressive US pricing through 
heavy subsidies has made things even 
worse. In Thailand (the world's largest 
rice exporter) rice farmers make up 
two-thirds of the population, and most 
of them are reeling under the impact of 
years of falfing earnings. At the same 
time, many in the rice-milling and trad- 
ing sectors are also suffering. i 






S officials say many of Thailand's 

complaints are not borne out by fig- 
ures. There have been many pessimistic 
Thai forecasts, some speaking of a 


of up to 500, 000 tonnes in overs * 


sales. But the Thai Commerce Ministry 
recently announced that total 1986 ex- 
ports would be close to the record 4.6 


|i million tonnes of 1984. This better 





than-expected performance, igfV 
terms, is partly due to subwfintial new 
sales to Brazil and Peru. The value of 
exports, however, will be less — due to 
both lower prices and a higher propor- 
tion of lower-grade shipments. Anti- 
cipating the impact of the FSA, Thai ex- 
porters began slashing prices late last 
year, hoping to avoid getting caught 
with large stocks when the expected 
flood of US rice hit the market. 

The 2.7 million tonnes shipped in the 
first six months of this year was 17.9% 
up from year-earher period, but value 
was down 10%, to Baht 12.2 billion 
(US$496.2 million). Due to continuous 
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to restructuring of |. 





Bm arising from fur- 






















ngs, 'n | neither the dcilities- nor iet cap ai to 
surpassed bk tourism in "1984 and tex- store large quantities of rice — part of 
tiles last year. — . the reason stocks had to be sold atend- | far below pro | 

|. The Thais’ reaction. meant that. US | 1985 to pre-empt being undersold by the | even below the cos sof produc 
exports not only fell in value, butin | US. To make matters worse, bad wea- veloping countries. — 
vofume as well. US Commerce Depart- | ther in 1985 left Thailand with an excep- 1* Thailand is notthe only co ntr y. 
mént data show US e tionally breakable crop, lowering the | hurt by the rice price slid 
37.000" tonnes from. January-May, quality (partly based on the percentage | 


distant fifth in annual. expo r 
compared with the same periodin 1985. | of broken kernels) and further pem | 1984, has seen export volume 


foreign 


































































| Meanwhile, the value-dropped 27.6% | ing export prices. - | agäinst a steep reduction i Ý: 
over the same period, . though realised Average annual Thai farm incomes | price o Burmese. tice has f 
unit prices rose — reflecting a larger | have declined in the past five yearsfrom | US$320a tonne in 1981-82 to 





1985-86. 
Maung Gyi i is understood to 
the matter up with US offici 
to Washington in May. — ^ .- 
For Pakistan, the US price cut 
not be as damaging, as the co 
main rice export is high-grade B 
rice; which does not compete. 
grades. Pakistan also exported so 
million tonnes of International Ric 
search Institute high-yield rice in 1€ 
. 86. Because of competition from: 
.| and Thailand, the price is now : 
S producers counter Thai com- | US$155atonne. ` 


about Baht 2,800 to about Baht 2,200. i 
| 
| 
| 
| 
| 
| 
| 

) plaints with the observation that de- | In recent weeks, world prices h 
| 
| 
| 
| 
| 
| 
| 


Many Thai rice-exporting firms are 
running at a loss, and several of the | 
largest face possible bankruptcy. 
Likewise, many of the Thai rice millers 
— who until recently were the main 
people storing rice, not a very attractive . 
prospect when prices are falling — have | 
failed. Landowners, whose rents arẹ 
usually paid in rice (or the cash for what-- 
ever the rice crop sells for) are NUT 
as well. 


' urmese Trade M 
So, the rice title of the FSA has 
achieved the opposite of what it set out 
to do: it has added to the US trade def- 
icit by decreasing the total value of US- 
rice exports. It is still too soon to say if 
the FSA will increase the US share of 
` the world market, which fell from 23% 
-to.17% over the past five years, largely 
due to aggressive Thairicesales. — — — 
«The US Department of Agriculture E: 
il "SDA) has projected that the esti- 
ted 1.78 million tonnes shipped dur- 
| ing the marketing year 1985-86, ended 
| 31 July, would jump to 2.6 million ton- 
nes in 1986-87. Analysts believe the in- 
crease could come from EEC, Middle - 
| ud Latin America. markets. This 


proportion of high-grade shipments. 
| 








ae the recent price cuts, US rice is still | bottomed out, possibly as the U 
about US$50 a tonne more expensive | has seen that the market for cheap 
than Thai rice. This figure, however, ig- | may have been already saturated by 
nores the action of Thai exportersto un- | Thais, and has set its prices 
load their rice before 15 April, driving higher às a result. Some ec 
the price down. US rice at a steep pre- | a cycle in rice markets conne 
mium is still able to outsell Thai rice be- ` availability of funding for irrigati 
cause, though the flavour is inferior to | jects and similar production- ic 
Thai rice for Asian tastes (some export- programmes. They. also foresee dem 
ers refer to it as "plastic rice"), it is 
superior in appearance and more widely | ; 
advertised. 

-The high yield, and uniform size and 
-whiteness of US rice, and the | 
mechanised operations of a US rice 
farm, come at a price: the average pro- 
duction cost for US rice is US$450 a 
tonne, far above the Asian Develop 


ji 3 Th ailand' s Asian 
markets, where consumers prefer the 
more tasty Thai rice to US rice, but 
could encroach upon Thailand's tradi- 
tional buyers in the Middle East. 

Given the heavy subsidy under the 
FSA's rice title, which is costing US tax- 
payers an estimated US$800 million to 
US$1 billion annually — against the limit- 
ed benefit to only 11,000 US rice farmers 
— US officials here have privately ad- 
mitted that the export-support pro- 
gramme is doing more harm than good. 

Unlike their US counterparts, Thai 
rice farmers are not guaranteed a fixed — 











Indonesia and India overta ing g 
made in rice production. But, thes 
term outlook for rice trade remains 
There is heavy Thai pressure on the 
to revise the FSA, a virtual imposs! 
before US congressional electi 
November, but without à change 
prices may not recover for jeu 
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| led markets in Asia in th 
Japanese securities on the bac 








QO: The Nikkei Stock Average closed at a 





th consecutive rise. Analy: 





anty over the yen-dollar rate, making them 





tinued on selected issues such as Nintendo, 
132,730 (US$17.60) or 19% on 18 Aug., 
i estate, gas and electric power issues were 
t heavily. | AIL 


KONG: Just when the 









narket was starting 





the local prime rate by 1% to 5.596 on 15 
liping baying sentiment. Market activity 
-on developments in the property sector; 

«the sale of prime real estate by listed 
for big profits. The Hang Seng Index 
= 
r rema 















ed at a hefty HK$494.9 million 
)avera ge. | 










's Ín 
eek, closing the period et 1,185.9. The avid 
in the market came despite the release of 
conomic news, headed bv a A$1.38 bil- 














the second-highest monthly figure ever. 
oup jumped to A$10.30 on 15 Aug., its 









i Hill Proprietary Co. tc Elders IXL. 
j ND: After a quiet spell early in the 


yers returned in force and pushed the 
ly through the 3,000 level. Chase’s an- 


3 contribute a major part of the 






The three-week share rally acceler- 
y prospects of a genera! economic 








pment Bank of Singapore and Keppel 
oubts over the future of two property 
, Hong Fok and Wanniar, failed to dampen 









lof 800 for the first time since June 1985, 


.39 million units. 


high of 18,579.44 points on 13 Aug., its. 
lysts said many in- 
ors poured money into stocks because of un- | 






^at 539.3: 
| (US$102.80) to Rs 


period 23 points up at 1,950.12. Daily 


of selected industrial stocks, the Al! Or- - 
dex raced ahead by 36.7 points over the 


59.8 million) July current-account def- 


t level of the year, on speculation that Bell 
s had agreed to sell its 28% holding in | 


i meeting on 15 Aug. generated new | 
ae stock and this was coupled with - 
nt of Brierley’s now-traditional - 


nd by encouraging results from the - 


it, as foreign institutions made their pre- 
It. Singapore Land anc Metro were | 
g the big gainers. The Straits Times Indus- | 
ex rose above the psychologically impor- |- 


ser’s Index of Singapore stocks rose | 
ints te 4,770.58. Turnover was a sub- | | 

; i -F MANILA: Share prices were listless, as profit-tak- 
| ing pulled down interest in commercial-industrial 
|} shares — many of which lost ground. PLDT re- 
 mained a strong performer, sending at P185* 





e period to 18 Aug., as investors poured money b 
back of speculation over the yen-dollar rate. Else- 
Singapore’s buoyancy helped Malaysia. d 


half of the directors of the cooperatives under in- - 
-vestigation had their assets unfrozen by the cen- | 
tral bark. Frasers Industrial Index finished | 
| 167.24 points up on the period at 2,425.78. Turn: - 
tai | over averaged 8.32 million shares a day. Saa 
uctant to commit more funds to foreign securi- | — — P 
e$. Average daily turnover of First Section. 
ks was a wild 1.02 billion units. Profit-taking © 








BOMBAY: The market suffered a setback on lack - 


of buyiag support in the holiday-shortened - 
| period. Market sentiment was also affected by the - 
increase in political unrest in the country. The - 
.BSE Index lost 31.8 points over the period toclose ^ 
l declined from Rs 1,285 - 
L3 1,225 at period's end while - 

| | ACC slumped from the period’s highest level of Rs 
g after the rallies of the past few weeks, | 


.33. Tisco 


231.5 to Rs 198. Reliance Industries also lost 
ground. ; 


SEOUL: A generally subdued market was buoyed 
slightly m mid-period by the announcement of 
. favourable mid-year corporate results. The com- 
posite index was up 1.47 points to 268.76, while . 
_ average daily turnover slackened, down Won 1.48 | | 
| billion (US$1.7 million) to Won 23.75 billion. - 
|. Market watchers continue to blame government 
 restraints on buying for the slowed activity. Rising 
_the most was insurance, up 15.26%, followed by 


peper, up 7.92%. Mining fell the furthest, off 
4.9695. | 


TAIPEE Although the market started the period 
"bravelv with a 13.41-point rise on the weighted. 


price index on the first trading day, it was all dow- 


_nbill after that. The index ended the period at 
| 868.68, down 25.94 points from the previous 


close. The biggest depressing factor was the NT 


 dcllar's continuing rise against the US dollar, 


which, it is feared, will harm the competitiveness 


of the :sland's exports. The local currency is now 
| approaching the NT$37:US$1 level, its highest in 


more thzn six vears. Trading volume was moder- 


ate, with daily transactions averaging NT$2.13 bil- 


BANGKOK: The Securities Exchange of Thailand 


_ ended the period on a higher note. Opening firm, 
| the market continued to rise in active trading. 
"Mah Boonkrong made gains on two consecutive 
. d&ys, rising to the day's ceiling price before sub- 


siding slightly in late trading. Other buoyant coun- 


. ters include Siam Food Products and Siam Ce- 


ment. The announcement of a half-year earnings 


. drop by Siam City Cement caused the market to 


lose ground on 15 Aug., but late buying support at 


Siam Cement and Siam City Cement helped push 
the Book Club Index up by 0.97 of a point to 
129.21. Total turnover for the holiday-shortened . 
period was 2.2 million shares, valued at Baht 


309.78 million (US$11.9 million). 





(US$9.20) after reaching a record P189 on 14 


€- | Aug. A few speculative oil shares gained in the 
-marke:'s sideways movement. Average . daily 


mover increased by 5.2% to P23.4 million. 
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| Asie tap but affect the. entire a eb Asia 1986 
'arbook does more than cover these events — it com- 
(ses and interprets them. No businessman 








Social and political realities of Asia at your 
8 dos the Asia Yearbook 


tts 27th Edition | 
ia 1986 Yearbook, now in its 27th year, is bigger 
nore comprehensive than ever before. Matching 
rapid pace of Asian development, it goes into creat- 


| eeds to know about Asia must nave on the book- 


a 1986 Yearbook includes two new uw — 
| Daan he year i in US Bes Pris. anal xii US 













Wert Sane, Pocula ation 18 Food, Davel The Region, Banks 
sian Finance, Asian. investment, . 
ir ; Fishing; Trade & 4 












r pers pest. the Asa 1986 Yearbook has an abun- 
je of charts, tables and graphics to illustrate the 


A tries, ranging from V Atghanistan t to » Japan, ‘from 
Chi ina à to New Zealand. 






3 ii sed wan up. Iodate revi E 
ia. complete with He Tob 





gnore them. Nor can any professional or 
nyone who has dealings with Asia. Decide 
hether any other single medium puts. the 


etail, with greater insight — a book which everyone 


bx soa , 


vaterial, pes a full military ee of each ee 


i lists of | 


l 


country chapter has a Databox- giving essential vital 

statistics. And there is also a statistical round-up com- 
piled against a master questionnaire: pr sd by Year- eh 
book experts.. y ! | ie. 





How We Didit hs E des 
Published by the Far Eastern Economic Hune the us 
Asia 1986 Yearbook is the result of thousands of man- 
hours of work during the year. Every week, the Figlff : 
correspondents file on-the-spot reports. frerfí ever 
major Asian capital and every area of interest through- 
out the region. This leading team of writers, analysts, — 
experts and research staff contribute (as the E 
ularly for 27 years) to keep the Asia 19 iai ^" 
top of events. To give you Asia minus the mystery, - 
minus the myth. To give you Asia as ind the Far East- 
ern Economic Review can. 






Soft Cover; HK$170/US$23, 95/£20/5$49.5 50/MS56. 50 
Hard Cover: HK$200/US$27. 95/£23. 75/S$58. 50/M$67 


For airmail delivery, please add: 
Bia d 5/M$17. 50 a per copy. 





l To: Publications Division, — 
Far Eastern Economic Review, 
G.P.O. Box 160, 
Hongkong 









Please rush me copy/copies of the Asia 1986 Yearbook 
indicated. | enclose a cheque/postal order for 
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Citicorp 11-12 Ti4dune/1995 — 
E Merrit Lynch Co. inc VERE RACES 


IBM World Trade Com. 10-124 té/Nov/95 
General Evactric 11 T5/Fep/1981 
Prudential Realty TERE 15/Jan/92 
Merrit Lynch OVS 10-5/8 2B/Apr a0 
EEC 11-3/8 1/Fety 1004 

EB 11-34 15 Auge 

WEB 11.25 1S/May/Tes — 

vr 6.5 Ory HS 

VfB 6.25 1/Dec/BB 

VEB 7.5 1/Juno/1990 

WB 7,25 t/Feb/ 1903 

GIB 7.5 ZVFeb/1ü9 

IADB 7.78 Aprii 993 

ISM (WTCI 8.25 B/Augz 1998 

WH BS 30/00/1998 

Vancouver (city off 11.78 BP eRe. 
Australia No. 2.8.8 IMF ab/90 

EDF No. 3 8.10 24/Pat/93 

WB Na. 24 7.60 21/09oc/98 

WE Mo, 8 6.5 28/ dub T9983 
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Source: Merrill Lynch — Sun Hurig Kal (Gverseas Securities) Co. 


2O&& 
($44 

18$32.64b 
{Mayi 

U5$27 43b 


135823. 136006) 
iMay-July) 
MOST. 39b 
i8$12. 98b 
Uu5$54 23546) 
a?§ 
+225 


ussa. 116) | 


ea a pan us due e A nt e it RRR m E ra i ee i a i B nas paye dr d a erre ma a tata ra aee 


a? 
7-8 


us$24.66 
{Feb} 
uS$t?7 3b 


+ USS. 03b 
(May-July) 

+ (SS Ob 
+ USS Seb 


USS10 076 
20 
+28 


USS$6.04b 
x Et 
*18 


1981: 100 
104.38 
iMay-Juty) 






















































j e the trees neo- LaS domed 
which sits in a commanding po- 
n at the head of Secul's grand cen- 

ilevard facing the central Kwang- 
n intersection. To many it is 
; kJ others the E 8 





'rless concrete ea iare- 
(Despite its individuality, 
r, the building barely survived a 
o have it demolished in 1982, 
the government decided to go 


nto à museum.) 

r many South Koreans the old 
(as it has been known in English 
1945) is an overbearing reminder 
ime they would prefer to forget, 
it served as the Government-Gen- 
ilding for the Japanese colonial 
rnment which ruled Korea from 
to 1945. The building was com- 
ted in 1926, and to make room for 
new structure, the front section of 


wm 


the city was symbolically blocked by the 
new colonial structure which towered 
yer the. maze of one and two-storey 
en 
apanese called it at tha: time). 


of restoration and conversion work. 








ean kingdom of Koguryo, 37 | 
688, and up to the Japanese annexa- 
‘of 1910. These exhibits had been 
iodated in another building in 
palace grounds. The new museum 
also house exhibits from other 
| countries — including China and 
—— Onyoan. 





“On 21 August the building was sched- | 
uled to be reopened after three years | 


The new museum will house the con- | 
ten s of the National Museum — some: | 
0,000 items dating from the earliest | 
E BC to 


mog PEOpIG the reopening of | 


“was the royal palace was de- | WM 
lished. Its regal position and view to 4 





 thiscontroversial building is regarded as 
| avery secondary affair, compared to the 
| opening of a massive new building call- 
. ed Independence Hall, which was to 
. have taken place in great style on 15 Au- 
. gust — the day marking Korea's inde- 
| pendence from Japan. The idea for the 
. hall. 





tion possible, a Korea Times editorial 


eT 





first. took shape during the 


| | "textbook controversy" between Japan 
| and its Asian neighbours in 1982. A com- 
. mittee was formed, headed by Ahn 
. Chun Saeng, a veteran independence 
| fighter. Public donations more or less 
covered the Won 75 billion (US$85 mil- 
_ lion) needed to finance the project. 

with costly renovation plans and | 


Independence Hall is huge. Featur- 


| 
| 
| ing a traditional Korean-style sloping | 
. tiled- roof, it sits within a complex of | 
| buildings in 3.3 km? of grounds near the | 
' city of Chonan, some 100 km south of | 
| Seoul. It was intended to be a memorial | 
| to the independence struggle of the col- 
. onial period, as well as a museum, con- | 
' taining documents and uniforms of op- 
position groups and fighters of the 
. period. 
| 
| 


J ith less than two weeks to go before 
‘President Chun Doo Hwan was 


| due to open the hall, poorly wired elec- 
| trical circuits started a fire on the night 
: | of 4 August which seriously damaged 
igs that was Seoul (or Keijo, as | 


the copper-tiled roof, putting back the 
opening date by five or six months. The 
extent of the national pride in the pro- 
ject became clear in the days which fol- 
lowed as politicians, the press and the 
general public complained bitterly of 
the incompetence that led to the blaze. 
For the politicians and the press, the 


fire provided a lively topic for discussion 


and criticism during a brief hiatus in the 
country's normally stormy political de- 
bates. Discussing the special signifi- 
cance of the hall, which is due to the | 
public support which made its construc- 


. the entire nation is now in 
. The 


intoned: “.. 
a fury. People feel betrayed . . 


bungled showmanship by t 


development, but also a 





government ande contractors sshould feel 
ashamed." 

Indeed, many people: normally not 
concerned with public. affairs were 
adamant about the fire. One university 
professor, describing himself as "apolit- 
ical," said of the fire: "This is typical 
he govern- 
ment." He was echoing an opposition 
politician who blamed the fire on “a ` 
ministration for Gemonstration effect — « 
during a testimony on the affair by 
Minister of Culture and Information 
Lee Won Hong. 

As his title implies, Lee's respon- 
sibilities go beyond museums; wit} 
sphere comes the press wit ich he 
has gained a reputation as an outspoken 
hardliner. It was therefore with particu- 
lar delight that the opposition news- 
papers called for his resignation. 

Within days the cause of the fire was 
identified: electric wiring in the roof was 
overloaded due to faulty circuiting and 
inadequate insulation. The shoddy 
workmanship was carried out by a small 
electric company subcontracted by the 
main builder, Daelim Industrial Co. 
To date 12 people fram Daelim 
and three other companies have been 
arrested for alleged kickbacks in the 
purchase of defective equipment and 
laying of the faulty wiring which caused 
the fire. 

The real reason for. the fire was : 
impossibly short construction scheduie | 
which was cut from three to two yearsin | 
order to have the hall ready in time for | 
the Asian Games, which will take place | 
in Seoul in September. | 

Not only were the electrical circuits | 
laid in a rush, but when firemen arrived | 
on the scene they found water pressure | 
impossibly low to cope with the blaze. | 
Later it was discovered that the hall was | 
not even insured. For many. this story | 

i 
| 
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seemed all too familiar. As one column- 
ist put it, the rush to finish ahead of 
schedule without heeding 
flects a "No. 1 syndrom. 
most an obsession with u$. 








projects which, completa d too quickly, 
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Brown Boveri 
rank highly the role of lead 
contractor in building 
the Philippines’ 
biggest hydro plant — the Magat 
River Multi- 
Purpose Project. 


Sure supply 


The 360 MW Magat River 
Project provides both irriga- 
tion and a reliable electricity 
supply to the Philippine 
island of Luzon and to the 
capital, Manila. 


The power house containing four 90 MW 
BBC hydrogenerators. 


BBC Brown Boveri were 
appointed to act as main 
contractor within an interna- 
tional consortium. 


Besides assuming overall 
responsibility, BBC supplied 
the generators, the genera- 


Part of tħe two 230 kV switchyards. 
2M 2ar and twin transmission line by 


tor busbars and circuit-brea- 
kers, the unit transformers, 
two 230 kV switchyards and 
a 230 kV twin transmission 
line, plus all the plant elec- 
trical services and control 
facilities for the auxiliaries. 


And Brown Boveri erection 
crews work fast - the first 
unit was installed and ready 
to run in only ten months. . 


BBC play a vital role in 
providing the world with 
facilities for generating, 
distributing and utilizing 
electricity. As an enterprise 
with worldwide resources 
committed to the attainment 
of technical excellence, 
Brown Boveri rank highly. 
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BROWN BOVERI 


. BBC Brown Boveri in South-East Asia, Australia and New Zealand 
Australia: Brown Boveri (Australia) Pty. Limited, P O. Box 747, Marayong, N.S.W. 2148, Australia. Hong Kong: BBC Brown Boveri Lt ., 


~G.P.O. Box 448, Hong Kong. Indonesia: P T. Mega Eltra, Postbag 109, Jakarta, Indonesia. Malaysia: Brown Boveri 1M) Sdn. Bhd., P. O. Bo» 
_ 404, Jalan Sultan, Petaling Jaya, West Malaysia. New Zealand: Brown Boveri (New Zealand) Ltd., P.O. Box 12248, Welliraton North, 
< New Zealand. Philippines: BBC Brown Boveri (Fil) Corp., MCC P O. Box 1732, Makati, Commercial Center, Philippines. Republic of 
^. Singapore: BBC Brown Boveri (S.E.A.) Pte. Ltd., P. O. Box 95, Pasir Panjang, Singapore 9117. Thailand: BBC Brown Boveri (Tha!.arnd) Ltd., 

-P. O. Box 2087, Bangkok, Thailand. Other countries: ~3C Brown, Boveri & Company, Ltd., Brown Boveri Internaticnal Group, P O. Box 5R. 
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Well-navigated 


Ihe Chinese invented the compass some 
3,000 years before the West discovered 
radar. Yet navigation through Asia’s 
commercial waters is still a tricky business 
today. It requires patience, skill and 
knowledge of local business routes 

and customs. 


pays to use a bank that has been there for 
more thgn a century, developing Asian 
trade "gd finance. HongkongBank. 


Po: if you’re planning to explore the East, it 


diu, «The success of HongkongBank in Asia has 
.. Bia : : 
(95 prow.deg p for its exp misión into 
~ 


one of the world’s largest international 
banking groups, with more than 1,200 
offices in 55 countries. 


Thus, we can respond to your banking 
needs, not only in Asia, but anywhere in 
the world. 


HongkongBank gives you access to a 
complete range of financial services, 
to help you chart a continuous course 
to success. 


Talk to us today at your n. ice of 
the HongkongBank group. - 





HongkongBank 


The Hongkong and Shanghai Banking Corporation 


Marine Midland Bank * Hongkeng Bank of 
, Canada * HongkongBank of Australia 
The British Bank of she Middle East 
Hang Seng Bank Limited + Wardiey Limited 
HonzkongHans Limited 


Fast decisions. Worldwide. 
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